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THE LOYAL LEGION OF LOGGERS AND 
LUMBERMEN 


AN EXPERIMENT IN INDUSTRIAL RELATIONS: 


I 


The Loyal Legion of Loggers and Lumbermen is an organiza- 
tion of employers and employees in the northwest lumber 
industry organized to maintain peace in matters of industrial 
relations in that industry. It was organized during the world- 
war under the wartime motive of maximum production which 
could be realized only with the continued co-operation of the 
workers concerned, and has been retained after the war for the 
same and cognate reasons. In the catalogue of things, it takes its 
place among a large number of specifics made to predispose 
capital and labor to settle problems arising between them in a 
friendly way instead of using the bludgeon. Apart from the 
rest, its particular claim to distinction is joint membership in 
one organization of what are usually considered hostile elements 


with amity instead of enmity enlivening the relationship between 
them. 


™Many thanks are due to Norman F. Coleman, president of the Legion, for 
making the gathering of this material possible. 
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II 


The territorial and occupational jurisdictions of the organiza- 
tion are extensive and varied. The territorial extends over the 
states of Oregon, Washington, and Idaho; the occupational, 
over all male and female workers engaged “‘in logging, milling, 
or manufacture of lumber, including allied industries, such as 
shingle mills, tie and cedar products, sash and door mills, box 
and match factories, and wooden ship yards.”* While the extent 
of the occupational jurisdiction is true as an aspiration it is not 
true as a reality. It has always been difficult to maintain an 
organization in the logging camps owing to the ephemeral 
conditions in the camp both as to the duration of the work and 
the personnel that does it. In the spring of 1920, the president 
of the organization reported that “our organization is much less 
successful in the camps than in the mills,” and recommended that 
a committee be appointed to devise special methods for meeting 
the needs of men in camp.” In the pine districts of eastern 
Oregon, Washington, and Idaho the organization is rarely found 
in the camps, owing to the contract system which prevails there. 
The contractors, who are sometimes simply piece-workers and 
sometimes ‘“‘sweatshop”’ bosses, are looked upon as independent 
enterprisers and therefore not subject to the rules of the organiza- 
tion unless they affiliate individually. The shingle-mills are not 
reached owing to the animated pessimism of the shingle-weavers 
toward the organization, and the devout faith that these 
workers have in old-line trade unionism. Of all workers in the 
northwest lumber industry, the shingle-weavers alone have 
succeeded in maintaining a union in the past twenty years. The 
box factories are ‘‘manned”’ mostly by women, and, while they 
are members in some instances, they are not an important nor 
dynamic part of the organization. Sash and door work is rela- 
tively of little importance in the Northwest, while the wooden 
ship yards are moribund, at least for the time being. It is ia 
the sawmills alone that the strength of the organization really 


* Constitution and By-laws, Art. II, sec. 1. 


2 President’s Report to the meeting of the Board of Directors, May 17-19, 
1920. 
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lies. The other branches contribute when they are adjuncts to 
the milling operation. 

Although limited to the Northwest in its territorial juris- 
diction, the organization has at least two distinct spheres of 
operation characterized by the kind of timber found in each. 
From the Pacific Coast to the Cascade Mountains, the chief 
commercial timbers are the western red cedar, from which the 
preponderating bulk of shingles used in the United States is 
made, and the Douglas fir, from which building frames, ships, 
railroad cars, railway ties, posts, interior trimmings, furniture, 
etc., are made. Beyond the Cascades, or in the Inland Empire, 
as that territory is usually called, the chief commercial timbers 
are the western yellow and the white pine which, like the Douglas 
fir, are general utility timbers. But while the cedar commonly 
measures 8 feet in diameter and 175 feet in height, and the fir 
3 to 6 feet in diameter and 175 to 200 feet in height, the western 
yellow and the white pine seldom reach a diameter of more than 
3 feet and a height of more than 125 to 150 feet. The cedar and 
fir also grow in dense stands, while the pines, especially the yellow, 
grow in comparatively sparse stands. Again, the cedar and 
fir are found in the more inaccessible places: in gulches, on slopes 
and hilltops, and entangled in thick underbrush; while the 
pines, except in the northern half of Idaho, are found on a more 
uniform topography and clear. 

Size, density, and inaccessibility make lumbering a highly 
capitalistic process west of the Cascade mountains, and a horse, 
tractor, and light donkey process east of the Cascades. David 
Townsend Mason, in a study on “Timber Ownership and 
Lumber Production in the Inland Empire,” states: 


Horses can be used to skid logs, even on decidedly steep slopes. In a 
few places, however, the ground is too steep and “hand logging”’ is resorted 
to; here men working with cant-hooks roll and slide the logs down the steep 
slopes to points where some better means of transportation is available. 
Although steam donkey engines and cable systems have been operated for 


* Pp. 39-40; prepared as Part V of a series of studies of the lumber industry, 
made by the Forest Service of the United States Department of Agriculture, pub- 
lished by the Western Pine Manufacturers Association (Portland, 1920). 
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many years to skid logs . . . . in the Coast Fir region, only in the last 
few years has this form of logging come into extensive use in the Inland 
Empire. 

Mr. Mason estimates that “At the present time (1915) about 
35 per cent of the logging involves the use of power skidding; 
the remainder is done by horses.” A pine operation, reputed to 
be the largest in the Northwest and doing its own logging, had 
twenty-two donkeys in the summer of 1922, but operated none 
of them. Where it could not extend railroad spurs or use horses 
after the winter snow had fallen, it used the donkeys. 

The capital required in logging on the Coast generally pre- 
cludes the sawmills from undertaking their own logging opera- 
tions and the logging operators have not considered it profitable 
to undertake their own sawing. Thus “‘not far from 50 per cent 
of the timber is logged by operators engaged solely in logging, 
who cut their own timber and sell their logs in the open market.’”* 
In the Inland Empire where not so much capital is required, 
Approximately 80 per cent of the logging is done by the companies which 
manufacture the lumber. The other 20 per cent is conducted mainly by 
contractors who more or less directly represent the manufacturers to whom 
the logs are delivered. In some cases the logger contracts to deliver the 
logs from the manufacturing company’s own timber land. In other cases 
the logger engages to log timber purchased by the manufacturer from the 
Forest Service or other land owners.? 

But even where the company does its own logging, the size of the 
timber enables it to use a modified form of the contract system, 
somewhat analogous to the sweatshop system in other industries 
and sinisterly named by the I.W.W., the “gyppo” system. The 
company sets up its own camp-bunks and cook-houses, hires 
the cooks and “‘flunkies,” and charges all men working out of the 
camp so much per meal. The cutting, skidding, loading, hauling, 
road-building, it lets out at so much per thousand feet cut, 
skidded, loaded, or hauled, and so much per hundred feet of 
road graded, etc., to one or more men who hire their helpers at 
so much per day or so much per thousand. Sometimes instead 
of letting a job to one man, it lets it to a group of men who 


* William H. Gibbons, Logging in the Douglas Fir Region, U.S. Department of 
Agriculture, Bulletin No. 711, p. 4 (Washington, 1918). 
* Mason, p. 39. 
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work as a unit and by the thousand feet of lumber cut, skidded, 
etc., and then divide the proceeds equally, as in cutting, where the 
two men cutting down a tree do approximately the same work, 
or in the ratio of market wages for the various occupations 
involved, as in loading, where the men do not do the same grade 
of work. In one case, for instance, where a loading crew was 
paid 65 cents per thousand feet for loading logs on cars, the hoist- 
ing engineer and the top loader each got 10 cents per thousand 
feet and five other men got g cents each. Where a contractor 
does the logging, the contractor instead of the operators sets up 
the camp and sublets the various jobs involved in the production 
and delivery of logs. In one instance, a contractor who was 
clearing three homesteads for a certain operator sublet the cutting, 
skidding, loading, and road work at so much per unit measure. 
This sub-contractor hired his men by the thousand or day depend- 
ing on jobs they filled. The hauling of the logs from the camp 
to the river, the contractor also sublet, but to another man. 
This sub-contractor did some of the hauling himself and some of 
it he sub-sublet to another man who had his own truck. 

Where logging is carried on in the winter time, as in northern 
Idaho, the farmer makes an ideal contractor or ‘“‘gyppo.” He 
can easily acquire the ax and saw required in cutting down the 
tree; he has the horses and the time. Even where logging is 
carried on during the farming seasons, the needy and newly 
established farmer or homesteader finds opportunity there. 
The same is true of the farm laborer in and out of season. He 
enters the field with the aid of the companies, who are ever ready 
to let horses and tools by the day. His entry not only increases 
the labor supply but weakens the bargaining power of those who 
have their own equipment. To the professional lumberjack, 
both the farmer and farm laborer are an abomination—they are 
“scissorbills,” and ‘“‘palousers.” The precise meaning of both 
of these terms is difficult to tell. The first has something of the 
word simpleton in it; the second is a derivation of Palouse, 
Idaho, the center of a wheat belt in that state. 


* The “gyppo” system, in its various aspects, will be discussed more fully in a 
forthcoming paper based on material gathered by the writer in the summer of 1922. 
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On the Coast, where a great deal of capital is used, logging is a 
profession. Neighborhood farmers, to be sure, work in the 
camps, but rather as members of crews than as “‘gyppos.” The 
average crew numbers about twenty-five to thirty men, when 
mechanics, roadmen of all kinds, and kitchen workers are 
excluded. Barring the hook-tender, who directs the attaching 
of the cables to the log preparatory to skidding, the head rigger 
is in a class by himself. He fastens skidding cables to trees, which 
together constitute a system of transportation for the log from 
the place it falls to the shipping point, including loading, and 
received a minimum of 72} cents per hour, according to a 1921 
schedule of wages. Right beneath him is a head loader in case of 
railway transportation, who received 673 cents, or a head rafts- 
man who assembles logs for shipment in case of water transporta- 
tion and who received $4.90 a day, or 61} cents an hour when 
working eight hours a day. Next are four fallers who bring the 
trees to the ground, the head bucker who marks them off into 
logs, the head rigging slinger who fastens chokers or grabs to the 
logs, the engineer or leverman who controls the cables at the 
engine for skidding the logs and loading them, and two or three 
assistant loaders and raftsmen, who received from 50 to 57} 
cents an hour. Four assistant buckers, one or two assistant 
rigging slingers, a chaser who follows up the log as it is skidded 
to see that it is not “‘nosed”’ in any obstruction, received, some, 
42% cents, some, 473 cents an hour. Some six workers below 
these received the minimum 37} cents an hour. 

A comparison of earnings on the Coast and in the Inland 
Empire is difficult to make, notwithstanding the fact that com- 
mon labor in both places has latterally been listed at the same 
rate in the Loyal Legion schedule of wages. The methods of 
payment are different, as well as the character of the work. 
Working in crews, the men on the Coast are more subject to the 
supervision of the foreman who needs only to oversee one phase 
of the work to keep all of it going, and hence are paid by the day. 
In the Inland Empire, the men working in pairs or in detached 
groups, are difficult to supervise and hence are paid by the piece 
as “gyppos.” Some “gyppos” earn unheard-of wages—$12, 
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$18, and $30 a day. Even day workers when working for a 
“oyppo” earn twice as much as when working for a company. 
Swampers, for instance, will earn $6 a day when working for a 
“gvppo” and $3.20 to $3.40 when working for a company. 
The reason is obvious; the swamper works tandem with the 
“oyppo.” The company has no such animating influence over 
him. Sometimes these wages are earned at excessively long 
hours, but not always. Considering time work alone, the rates 
are on the whole lower in the Inland Empire than on the Coast. 
The exception is the machine operators, where machines are used 
in grading, skidding, and loading. 

The differences in logging are somewhat reflected in the 
sawmills. The mills on the Coast, working with heavy logs, are 
larger and sturdier than those in the Inland Empire. The 
Inland Empire mills, working with small logs, are faster than 
those on the Coast. Both, however, are highly automatic and 
do not differ greatly in the organization of their perscunel; 
each has just a few leading positions with many subaltern. 
The best paid man in a mill is, usually, the filer who, although 
not a part of the crew, is responsible for the efficiency of the 
saws with which the crew works. Beneath him is the sawyer, who 
is responsible for the economic cutting of the log. In a class 
with him but receiving lower wages than he, are the subordinate 
sawyers—resawyer, gang sawyer, edgerman, trimmerman—who 
cut his product into still finer dimensions. Next comes the grader 
who must know lumber. All other occupations are comparatively 
unskilled and the pay attached comparatively low. If a planer, 
a lath mill, a box factory is added to the sawmill, for a fuller 
utilization of otherwise worthless material, so many more com- 
paratively unskilled men are added. In a planer on the Coast, 
the spread between the lowest and the highest wage paid was 
7 cents per hour in 1921; in the Inland Empire, it was 5 cents. 
In a lath mill, the spread on the Coast was 10 cents; in the Inland 
Empire, 5 cents. With some exceptions, there was no wider 


Iv 


difference in the box factories on both sides of the Cascades." 


* Loyal Legion of Loggers and Lumbermen, Wage Regulation and Minimum 
Scale, Bulletin Nos. I and II, effective June 1, 1921. 
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Il 


A glimpse into the by-ways of the industrial situation, as 
presented above, will be helpful toward a better understanding 
of the Legion. According to the United States Census of 1920 
there were some 84,568 wage earners engaged in the industry in 
1919 when the count was made. There is no way of splitting this 
number between the Coast and the Inland Empire; but consider- 
ing that there are about three times as many mills with a capacity 
of 50,000 feet and over on the Coast as in the Inland Empire it is 
probable that there were some 60,000 persons in the former place 
and 20,000 in the latter. Nothing can be said as to the nativity 
of these workers, since the 1920 Census volume on occupations, 
which makes the distinction between native and foreign born, 
has not yet appeared. The best that can be done is to give the 
1910 figures. This has some merit, since about the same time 
that the Census was gathered, the Immigration Commission 
of 1909 did its work. The omissions of one can be made good 
by the other. The Census lists some 67,133 persons for the 
industry. Of these, 27,594 were foreign born whites, 3,091 
orientals, and 124 negroes. No distribution according to country 
of origin is made for the foreign born, but here the Reports of 
the Immigration Commission cast some light. In a group of 
some 2,117 foreigners studied, more than 40 classes of immigrants 
were found. Eighteen of these were represented by 20 or more 
persons. Among the 18, the Swedish ranked first, with 390; 
the Norwegians, second, with 337; and the Japanese, third, 
with 231. Races with 100 but less than 200 were the Finnish, 
with 150; Germans, with 141; and the Canadians other than 
French, with 136. Peoples that numbered 20 but less than 
100 were the Greeks, with 95; Dalmatians, with 91; Russians, 
63; English, 59; North Italians, 57; Poles, 37; Danes, 36; 
Irish, 33; Scotch, 30; Slovaks, 28; South Italians, 28; French 
Canadians, 20." 

On the whole, the industry is not seasonal in character. 
This is particularly true for the Coast, where there are so many 
cargo mills that dove-tail foreign with domestic trade. Some- 


t Reports of the Immigration Commission, Vol. III, Part 25, pp. 345, 361 (Wash- 
ington, 1911). 
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times the winter rains do become too heavy for outside work 
or turn to snow which never solidifies, but they are seldom 
responsible for a general shutdown. In the Inland Empire, 
railroad logging can be conducted throughout the year. Where 
the streams are relied upon, as in northern Idaho, logging and 
piling is done in the winter and driving in the spring. No 
work is done in the summer, as the streams are too low. With- 
out dividing the states as between the Coast ai: the Inland 
Empire, the minimum number of men employed in the logging 
camps of the state of Washington in 1909 was in January when, 
according to the United States Census, 11,243 were employed; 
the maximum was in April, when 15,609 were employed. In 
July, the number abruptly declined to 12,722 but recovered in 
the following month, never reaching this low level again. In 
sawmills, the minimum number was 20,443 in January. After 
reaching 29,264 in May, it dropped during June and July by 
approximately 1,100, but suddenly recovered in August, reaching 
the maximum of the year in October, with 29,557. On this 
level it remained to December, when it suddenly dropped to 
26,815. In Oregon, the minimum number employed in logging 
was likewise in January, but once the spring maximum was 
reached no radical break intervened in the middle of the year, 
as in Washington, the decline not coming until December. In 
the sawmills in Oregon, the minimum was again in January, 
the maximum in June, remaining on that level until November 
when a gradual decline set in. In the camps in Idaho, which is 
representative of conditions in the Inland Empire, the minimum 
number employed was in February after the snows had fallen, 
and the maximum in December just before the snows had fallen. 
There was also a slight decline in July and August. In the 
sawmills, the minimum number was in January; the maximum, 
in June. Toward fall, employment in camps and mills began 
to move in diverse directions; upward in case of the former, 
downward in case of the latter. Oregon and Washington showed 
no such disparity for the two classes of employments. 

Of even greater interest than seasonal fluctuations are the 
cyclical fluctuations. But here the illustrative data take the 
form of lumber cut rather than workers employed. The Forest 
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Service of the United States Department of Agriculture has been 
publishing annual figures of lumber cut in the United States 
since 1905, either under its own name or the name of the Census 
Bureau. These, together with the figures of the 1904 Census, 
constitute a continuous series to 1920. These figures are not 
directly comparable. Those that were gathered by special 
agents in the census years are more accurate than those gathered 


t 


Fic. 1—Comparative indices of lumber cut in the United States and the states 
of Oregon, Washington, and Idaho from 1904 to 1920. 
by correspondence in the intermediate years. Also, the figures 
for 1905 to 1909 include all mills reporting, while the figures 
for 1910 and on, exclude mills cutting less than 50,000 feet. 
In addition, both the 1904 and 1914 figures exclude custom 
mills. Finally, the 1904-14 figures are reported totals; the 
1915-20 figures are computed from the reported totals, excepting 
1919 which is a reported total. In spite of these discrepancies, 
the figures are suggestive of activity and inactivity in the industry 
as the foregoing index production curve shows. Although it has 
a decidedly upward trend, it shows sharp undulations; undula- 
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tions which, as compared with the rest of the country, would 
be even still sharper were it not for steady growth. 

In spite of steady growth, labor has had considerable difficulty 
in maintaining its organizations. The dispersed nature of the 
industry is partly responsible. It is carried on in parts remote 
from habitation centers. When work is available, men gather 
from wide areas; when work is suspended, they scatter. If, 
meanwhile, an organization has been built up, it is dismembered. 
When work is resumed, new men collect with some of the old 
perhaps, and the mosaic is laid anew. This is difficult under 
any circumstances, but here it is particularly so, for the industry 
attracts men of extreme variations. At one extreme are such 
men as have been beaten elsewhere and at the other, such as 
cannot be curbed into the drab routine of the work-a-day world. 
Then, there are the differences that are technologically induced. 
The maintenance and repair men, as well as the upper layer of 
the productive men, are skilled, well paid, and trade-conscious. 
The others are relatively unskilled, poorly paid, and labor- 
conscious. The first lean toward trade unionism; the second lean 
toward I.W.W.-ism. The first seek protection in the “mystery” 
of their trade; the second seek protection in mass action. The 
differences are further complicated by the neighborhood farmers 
who divide their time between the farm and the camp or mill. 
Their minds flit from the position of enterpriser to the position 
of laborer. But being dependent on the locality for extra work, 
they are inclined to be inert in organization matters. Finally, 
organization work must be done on the employers’ premises. 
This is less true for mills than for camps, as mills are usually 
located in small towns instead of in the woods, but the difference 
between a camp in the woods and a town in the woods is not very 
great. 

The shingle weavers alone, as already pointed out, have been 
able to maintain an organization in the past twenty years. They 
have some protection in the skill of their work, and some in the 
hazard of their work. At first they called themselves Interna- 
tional Shingle Weavers’ Union of America. In 1913, they 


* Final Report and Testimony submitted to Congress by the Commission on 
Industrial Relations created by the act of August 23, 1912, V, 4207 fi. 
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extended their jurisdiction to the camps and mills and changed 
their name to the International Union of Shingle Weavers, Saw- 
mill Workers and Woodsmen. In the following year, they 
again changed their name to the International Union of Timber- 
workers. Meanwhile, the world-war demoralized the logging and 
milling branches of the industry to such an extent that they alone 
were left in the organization. Under the circumstances, they 
resumed their original name and jursidiction. In 1917, when the 
industry fully recovered, the camp and mill men organized anew 
under the old name of International Union of Timberworkers 
and secured a charter from the American Federation of Labor. 
In 1918, both groups joined in one industrial union and took the 
latter name. Since the depression of 1920, although this is not 
certain, the shingle weavers are probably again the only important 
group left in the organization. 

The I.W.W., ever since its organization in 1905, has looked 
upon the camps and mills as its sphere. But its achievements in 
organization matters, too, have not been lasting. It has had 
numerous locals from time to time. These were, in 1912, con- 
solidated into the National Industrial Union of Forest and Lum- 
ber Workers of the I.W.W. The National soon fell to pieces, 
leaving scattered locals in the backwash. On the Coast, some 
of them lingered on as separate locals; in the Inland Empire, 
they joined the Agricultural Workers’ Organization of the 
I.W.W. In 1917, the lumber locals split from the Agricultural 
Organization and, together with the unattached locals, organized 
the Lumber Workers Industrial Union No. 500. 

The Timberworkers hate the I.W.W. profoundly, and the 
I.W.W. are no less bitter toward the Timberworkers. This is 
particularly true of the officials. The I.W.W. look upon the 
timberworkers as “‘capitalist tools” used to keep the workers in 
“slavery.” The Timberworkers look upon the I.W.W. as worse 
than scabs, for any one can quiet a scab, but no one can “shut 
up” anI.W.W. Their organization campaigns have always been 
synchronous, partly because the industry warranted it for both 


* Proceedings of the Joint Convention, Seattle, 1918. 
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alike, and partly because one stimulated the other to activity. 
In 1917, both raced to capture the eight-hour day, the Timber- 


cc 


workers entering into an “offensive and defensive” agreement 
with the Shingle Weavers for that purpose. The employers 
refused to deal with either, but made it known that an eight- 
hour day, in competition with a ten-hour day in the South, 
coupled with the long haul to market, would ruin the industry. 
Dominating the situation in the Inland Empire, the I.W.W. 
called a strike for July 1, but actually began it on June 15. On 
the Coast, both groups set the date for July 16, but the I.W.W. 
is alleged to have rushed into it two days earlier in some localities, 
to get control of the picket lines. 

Meanwhile, the Government was girding itself for war. The 
atmosphere was already overladen with the combustible material 
of the strike and free speech fight of the previous year at Everett, 
Washington, in which seven were killed and many more were 
wounded." The Government appealed to the employers in 
several ways to grant the eight-hour day, and to the men to 
stay on the job. Neither swerved from its main purpose and 
the strike went on. Want of patriotism became a frequent 
charge. The newspapers raised the discussion into heat. Citi- 
zens became frightened and armed themselves. Federal troops 
were called out. Numerous raids were conducted on the I.W.W. 
in the Inland Empire, and many arrests were made for obstruct- 
ing the war program. In September, the I.W.W. decided “to 
transfer the strike to the job.” In October, the unionists voted 
to continue the strike, but also voted that “any modification 
of this program . . . . be in the hands and under the direction 
of the local unions having jurisdiction.” They did not, however, 
return to the camps and mills but instead entered other indus- 
tries.? 

* Everett newspapers for September, October, and November, 1916; Walker C. 
Smith, The Everett Massacre, I.W.W. Publishing Bureau (Chicago). 


* Proceedings of the Second Annual Convention of the International Union of 
Timberworkers, Seattle, 1919, Report of President; Seattle Union Record, May 26, 
June 30, July 7, August 18, September 1, 15, October 27, December 1, 15, 1917, 
January 12, 1918; James Rowan, The I.W.W. in the Lumber Industry (pamphlet). 
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IV 


It was to compose an industry thus distracted that prompted 
the organization of the Loyal Legion of Loggers and Lumbermen. 
This was done by General Brice P. Disque of the Spruce Produc- 
tion Division of the United States Army recently organized, 
among other purposes, to supply employers short of help with 
enlisted men. Officers of the Division were sent into the Coast 
area to secure pledges from employers and men to maximum 
effort, using the detachments of enlisted men already there as 
nuclei for the work. Every one approached took the pledge at 
the peril of seeming unpatriotic and was furnished “with a card 
and a badge of unique and attractive design.” The pledged 
in any one camp or mill, employers as well as men, were consti- 
tuted a local, and a secretary was appointed for them. 

However effective patriotic coercion was elsewhere, here it was 
futile. The men who had returned to work took the pledge but 
remained sullen. The others remained obdurate in their absten- 
tion. In January, 1918, the President’s Mediation Commission, 
after visiting the Northwest, reported the industry “woefully 
short of its productivity.” At the same time it recommended 
that administrative action be taken ‘‘requiring the basic eight 
hour day in all contracts for lumber entering into Government 
work.” It further recommended that “If it is too abrupt a 
step in the evolutionary process of this industry to deal collec- 
tively with trade-unions, some method of representation of the 
workers collectively in determining the general conditions under 
which they work and for securing rectification of evils should be 
devised.” The United States Secretary of Labor publicly gave 
reasons why the industry shouid go on an eight-hour basis:" 


So far as I am advised at the present time no other lumber producing 
district is situated as is the Pacific Northwest in its surrounding circum- 
stances. Nearly all the large industries on the Coast are being operated 
on an eight-hour work day, with time and one-half for over time. The 
wage rate for all classes of labor is high as compared with the pre-war 
period. These industries are absorbing large numbers of men. They will 
not go into the lumber industry on a ten-hour basis when they can secure 


t Seaitle Union Record, February 2, 1918. 
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an eight-hour work day in the immediate vicinity with as high or higher 
wages and more comfortable housing conditions and social surroundings. 


Owing to the strenuous opposition of the employers and 
some bungling at Washington, the Commission’s recommenda- 
tions were not put into effect until March and then not through 
the method recommended, but through a resigned grant of the 
employers. Now Disque began to unfold the Legion into an 
industrial relations organization. In consultation wii. the 
employers, he drew up a “‘code of wages, hours of labor and work- 
ing conditions” and called the men into a delegate convention 
to consent to it. The code contained a basic eight-hour day 
with time and one-half for overtime for the productive men in 
the industry, straight time for overtime for the handlers of their 
product, and no additional time for overtime for the repair and 
maintenance men; a maximum wage scale for sawmills and 
logging camps, with an option to increase the logging-camp 
scale 10 cents per hour in order to meet conditions peculiar to 
any camp, both maximums being the former ten-hours pay; 
an enjoinder against free board and the charge to be made; and, 
finally, a request 
that all employers who furnish housing accommodations for their men 
arrange at the earliest practicable date to supply clean bedding including 
beds, mattresses, pillows, blankets, sheets, and pillow slips to all men 
employed and that a charge of $1.00 per week be made for the service which 
shall include change of sheets and pillow slips weekly or oftener. 


After declaring that “this office (Spruce Production Division) 
is the neck of the funnel for all ideas, facts, information and 


conditions,” the code closed with the warning that a “reduction 


of production by willful neglect on the part of either employer or 
employees in any camp or mill in the lumber industry in the Pacific 
Northwest is no less treason than would be a strike or disobedience 
of orders among soldiers and sailors.”* About the same time, the 
Price Fixing Committee of the War Industries Board began to 
fix Douglas-fir prices.? 


*4 L. Bulletin, March, 1918. 


*R. C. Bryant, Prices of Lumber, W.1.B. Price Bulletin No. 43 (Wash- 
ington, 1919). 
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Meanwhile, the Inland Empire employers committed them- 
selves to the eight-hour day, and when they saw what had come 
to pass on the Coast, they invited Disque to organize them too, 
arguing ‘‘that pine products are largely used for war purposes.” 

For administrative reasons, the locals in the entire Northwest 
were grouped into twelve districts, and these, in turn, were 
grouped into the central organization. By a series of strokes to 
which the employers and employees nodded their approval, 
joint local, district, and central committees were added. These 
were to adjudicate past difficulties and legislate against future 
ones in their respective jurisdictions with the right of reference 
from the lower to the higher bodies.t No concessions were made 
in the administration of the organization. Army officers occupied 
the central and regional offices, the Information Section of the 
Spruce Production Division edited the Monthly Bulletin as 
official organ of the organization, the War Department met the 
essential expenses of the organization.” 

Endowed with everything else a la mode, the organization 
lacked spontaneity. That was, perhaps, its virtue in a situation 
otherwise incorrigible. That, too, may account for its achieve- 
ments. The order that the men be provided with clean beds and 
bedding induced general improvements. New bunk houses 
were built, showers installed, drying rooms provided, and even 
recreation buildings erected. A lyceum provided speakers, 
entertainers, motion pictures, and reading matter. With the 
presence of representative committees, grievances were not 
allowed to smolder. The turnover was decreased; one advocate 
estimated by 75 per cent. Even W. M. Short, President of the 
Washington State Federation of Labor, admitted that as a war 
organization the Loyal Legion “‘had been of some value.’ 


* History of Spruce Production Division, chap. iii, U.S. Spruce Production Cor- 
poration; 4 L Bulletin, August, 1918. 

24 L Bulletin, May, June, 1918. 

3 Ibid., December-January, 1918-19, reprinted from the Portland Oregonian, 
December 21, 1918. 
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V 


Presently the armistice was signed, and the question of per- 
petuating the organization came up. The employers intimated 
their attitude, even before the armistice, in a pledge to maintain 
the basic eight-hour day “both now and after the war, in the 
interest of industrial peace.’”* The unionists regarded the 
Legion with suspicion from the time that it expanded its activities 
from making patriotic propaganda to adjusting wages, hours, and 
conditions of work. They actively opposed it when its uniformed 
officers began to break up their meetings. Disque denied respon- 
sibility for the acts of his men, but did nothing to stop them; on 
the contrary, he advised the unionists to suspend organiza- 
tion until after the war. Subsequently he agreed to be neutral.? 
In October, the Legion central council authorized a committee 
to report on ways and means to perpetuate the organization. 
After the armistice, the unionists wired Washington that the 
government take immediate steps to place the industry on a 
peace basis. When the question of continuing the organiza- 
tion was finally submitted to a vote of the membership, it was 
overwhelmingly approved. Later, the approval was ratified 
by a delegate convention. The advocates of the organization 
claim that “80 per cent of the entire membership was favorable 
for continuation”; the antagonists claim that no secrecy was 
allowed the men “‘and so were under pressure to vote for... . 
continuance.””4 

The form of the organization was left unchanged. Camps 
and mills were still to constitute locals of both management and 
men. These were still to be gathered into districts, and the dis 
tricts were still to be centered in the general organization. In 
providing a civilian administration, however, important changes 


"4 L Bulletin, August, 1918. 

* Seattle Union Record, June 15, July 13, 27, August 3, 17, November 23, 1918; 
Proceedings of the Second Annual Convention of the International Union of Timber- 
workers, Report of the president. 

34 L Bulletin, November, 1918; Seattle Union Record, November 23, 1918. 


‘4 L Bulletin, December-January, 1918-19; Seattle Union Record, December 9, 
1918. 
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were made. These, excepting some details, still prevail. All 
local officers are to be elected by the members of the locals con- 
cerned. The locals are to gather in district delegate conventions 
at which the employers and employees have equal voting power, 
to elect district boards and to transact such other business as 
may arise from locals or as may be initiated right there. The 
chairman of the employer and employee members of the district 
boards are to constitute the board of directors of the whole 
organization. The board of directors are to elect the president 
of the organization, who has “‘no predilection for either employers 
or employees.” The president is to nominate an executive 
secretary, treasurer, sanitation officer, and editor of the 4 L 
Bulletin for approval or rejection by the board, as well as select, 
with the advice and approval of the district boards concerned, 
field officers. The local employees’ conference committee is to be 
retained and is to be made up of the chairman and vice-chairman 
of the local and a third elected member. This committee, on 
which employees alone are to sit, is to confer with the employer on 
all matters of local concern and to try to adjust all differences. 
In case of failure, it is to submit the case in writing, through the 
main office, to the district board or the president of the organiza- 
tion, depending on whether the dispute is of a district or local 
character. If the latter, the president makes the final decision; 
if the former, the district board takes the dispute in hand. If 
the district board, presided over by the president, can reach no 
decision, it is to refer the case to the board of directors If the 
board of directors, also presided over by the president, can reach 
no decision, the president is to cast the deciding vote. An appeal 
can be taken, however, from this decision by either side to an 
impartial tribunal made up of three men not connected with the 
lumber industry, one of these men to be chosen by the employer 
members of the board of directors, one by the employee members, 
these two to choose the third, who, if available, is to be a federal 
judge. The expenses of the organization are met out of initiation 
fees and membership dues, the employer paying the equivalent 
of his employee members, but not less than the equivalent of 
50 per cent of all men in his employ. 
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The officers of the organization, as is already perhaps evident, 
are administrators not “leaders.” They interpret the policy 
of the board of directors and carry it out in detail. For a con- 
siderable time after the armistice, the official family consisted 
of the wartime army officers now discharged. But with the 
advent of Norman F. Coleman as president of the organization, 
that was changed. Mr. Coleman was at one time professor of 
English at Reed College, while W. C. Ruegnitz, the present 
secretary, is a construction engineer well known to his craft. 

The aim of the organization is to maintain in peace the accom- 
plishments of the war. Of these, the machinery for the amicable 
adjustment of hours, wages, and conditions of labor is the most 
important. Others are an employment service, educational 
and recreational services. Throughout 1919 and 1920, the 
organization stimulated improvements in living conditions of the 
camps, but reduced its efforts along these lines in 1921 when the 
depression became heavy. The recreation work it did through 
an auxiliary organization known as the Ladies’ Loyal Legion 
or 3L’s, but the depression has left its mark there too. [t still 
maintains five employment offices, one each at Aberdeen, 
Tacoma, Spokane, Seattle, Washington; and one at Portland, 
Oregon. Thus far it has maintained the eight-hour day against 
many attempts, both open and secret, to liquidate it. In only 
one place has it given way—a place that is tributary to the Cali- 
fornia ten-hour territory rather than to the remaining eight- 
hour territory. In the eight-hour territory itself, however, the 
principle is somewhat weakened by a classification of work into 
productive and unproductive. Productive work is such as is 
involved in the actual production of lumber. Time and one- 
half is paid for such work in excess of eight hours. Unpro- 
ductive work is such as is involved in running the camp or mill 
and in disposing of its output. In the latter category, engineers, 
firemen, cooks, etc. receive no pay for overtime; teamsters, 
chauffeurs, transportation men, loaders, graders, tallymen, all 
others engaged in fighting fires or doing emergency work, receive 
straight time in excess of eight hours. Straight time men need 
not participate in overtime if they do not care to; nor need the 





332 EDWARD B. MITTELMAN 


time and one-half men do so unless the overtime is first approved 
by the conference committee. Yet a case has arisen where an 
employer operating his mill overtime paid the productive men 
time and one-half and the unproductive men handling the product 
straight time, claiming that the latter was emergency work. A 
committee appointed by the board of directors to draw up a set 
of rules regarding the overtime question did not bring material 
changes.” 

During the war, maximum wages were fixed to prevent the 
employers from raiding one another’s help; after the war, 
minimum wages have been fixed presumably to maintain a stand- 
ard for the industry. The war time rate per hour for common 
labor in the camps was 45 cents as compared with the prewar 
rate of 20 cents, with the privilege to pay 10 cents more, which 
virtually made the minimum 55 cents. The war time rate for 
similar labor in the mills was 40 to 50 cents and in some instances 
423 and 523 cents as compared with the prewar rate, also, of 
20 cents.” In January 1920, the board of directors established a 
minimum of 55 cents for common labor in both camps and mills 
on the Coast, and 523 cents for the same class of labor in the 
Inland Empire. The going wage was already above the mini- 
mum by about five cents and after the action of the board was 
raised by six cents more, thus making a spread of 11 cents 
between the 55 cents minimum and the 66 cents going wage in 
the Coast region. There was also a difference between the mini- 
mum wage and going wage in the Inland Empire.’ 

While the board of directors fixes the minimum wage, no 
uniform practice prevails in determining the going wage. In 
some instances, the going wage is fixed by individual employers 
in consultation with their conference committees. In other 
instances, it is fixed by the employers and employees of a locality 


‘Minutes of Adjourned Session of the Board of Directors, December 20, 1920} 
4 L Overtime Regulations; 4 L News Letter, August 19, September 1, 22, 1920. 


? Bulletin of the U.S. Bureau of Labor Statistics, Whole No. 225. 
34 L Bulletin, September, 1918, February, March, 1920. 

4 Ibid., February, 1920 (Extra Edition). 

5 Ibid., April, 1920. 
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through joint representatives. In still others, the wage is fixed 
without joint action of any kind. In some instances, the going 
wage has no relation to the minimum; in others, it moves up or 
down with it. When, in May 1920, one district board asked 
for an increase of the minimum from $4.40 to $5.00, the board 
of directors replied that most employers were paying above the 
minimum. It voted, however, to approach the employers who 
were not doing so with a view of bringing them into line? When 
a month later the lumber market tumbled, the going wage began to 
sag in the direction of the minimum. This was, in some iastances, 
prevented by local joint action with the understanding that 
“both employers and employees are going to attempt by mutual 
co-operation and greater effort to produce more lumber, to reduce 
costs as far as possible and by so doing try to eliminate the 
necessity of any cut in wages.’’> In January 1920, the board of 
directors took action on the minimum. The employee members 
offered a reduction of 5 cents per hour; the employer members 
asked for a reduction of ten cents. The employee members 
argued that the reduction in the cost of living did not justify 
such a steep cut and that the cut ought not to be greater “than 
[the advances] which had figured in the negotiation of rises.” 
The employer members argued depression and that the cut was 
long past due. By a 15 to 9 vote, a reduction of 10 cents was 
voted. Four months later the board again met and voted a 
further reduction of 73 cents for the Coast and 5 cents, for the 
Inland Empire, thus bringing the two sections of the orgenization 
territory to equality at 37} cents an hour for confmon labor.’ 

Considering common labor alone, the reduction of the mini- 
mum amounted to 28.5 per cent in the short time in the Inland 
Empire, and 31.8 per cent on the Coast. In so far as the going 
wage reached the minimum, the reduction was even greater. 
On the Coast, it amounted to 43 per cent. Meanwhile, the 
percentage change in the retail cost of food in June, 1921 as 

* Report.of the president to the Board of Directors, November 15, 1920. 

? Minutes of the Board of Directors, May 17-19, 1920. 

34 L Bulletin, October, 1920. 

4 Ibid., January, 1921. 5 Ibid., June, 1921. 
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compared with June, 1920 was 39 for Portland and 37 for Seattle. 
This leaves out of account housing, lighting, clothing. The 
change for the small towns of Oregon and Washington was 
probably not much different. Indeed, “food cost averages” 
collected by the 4 L office show that the cost of food is higher for 
the state of Oregon than for Portland alone, and that while the 
summer costs for the state of Washington are lower than for 
Seattle, the fall and winter costs are higher.* Meanwhile, the 
percentage change in the cut of both yellow and white pines 
calculated as one was about 36. The percentage change in the 
price for each of these timbers was about 28.6 and 19.3 respec- 
tively. No similar data for Douglas fir have been obtained. 

The structure of the organization and its purpose is perhaps 
clear by this time, but just how it works, as a whole and in its 
parts, can best be told by citing actual cases. A certain plant 
paid five of its women below the established minimum. The 
conference committee called the attention of the management to 
the fact, and getting no satifaction, appealed to the district 
board. While the matter was pending, a field officer stepped 
in with the result recorded in his report to headquarters: ‘‘Went 
to ———— plant this p.m. and straightened out matter of women’s 
wages .... with ....manager....complaint to OD. 
Board withdrawn.”” While the field officers help in the removal 
of difficulties after they occur, they perform a still greater service 
in preventing their occurrence or augmentation. At one district 
board meeting, a field officer reported ‘‘that he had settled a 
number of matters by acting as a representative between the 
employee and employer and with satisfactory results.” The 
board approved this manner of settling “trifling matters.” 
Sometime later the board of directors went even farther than 
that, and empowered the field officers to carry disputes arising 
in locals to district boards, if the conference committees failed to 
do so.3 

* 4 L Bulletin, January, February, 1922. 

2 Minutes of Meeting of District Board No. 1, Marshfield, Ore., November 11, 
IQIQ. 


3 Minutes of Meeting of Board of Directors, Portland, Ore., December 20 
1920. 
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Normally the conference committees do act, even if at times, 
tardily. An operator discharged a worker “for worthlessness.”’ 
The conference committee investigated the matter and approved 
the discharge. A watchman in one plant worked twelve hours; 
the conference committee intervened; his hours were reduced 
toeight. One employee, after an absence of six weeks on account 
of sickness, was refused his old position, by the foreman, but 
offered another with less pay. The conference committee took 
the matter before the management, and the management ordered 
the employee to be reinstated at old pay. Numerous overtime 
claims, wage claims, table-board complaints, light, heat, and camp 
sanitation matters have been adjusted in a similar manuer. 

Most cases terminate with the conference committee, but a 
considerable number pass on to the district boards. A company 
worked a steam-shovel crew at dredging a slough on two suc- 
cessive Sundays, and paid straight time for the work. The men 
set the conference committee in motion for overtime pay and the 
conference committee, getting no satisfaction, appealed to the 
district board. It stated in writing, ‘We consider that this work 
could of [sic] been done on week days with proper management.” 
The management wrote, ‘‘This work could not be done on week 
days when running log trains and would have meant a shut down 
if it had not been done on Sunday, and I consider it strictly an 
emergency case.” The district board sustained the manage- 
ment, but invited the conference committee to appeal to the board 
of directors if it considered the decision unjust. Another com- 
plaint against the same company, that it was moving donkeys on 
Sunday at straight time, was decided against it." Employees 
in a certain mill were receiving wages alleged to have been about 
80 cents per day less than were the current wages in the district 
in which the mill was located. They instructed the conference 
committee to ask the management for an increase which would 
amount to 4o cents a day and, failing to receive it, to appeal to 
the district board. The conference committee failed at the hands 
of the management and appealed. At the district board meeting 
“Discussion by every member followed.” The chairman was of 

* Minutes of Meeting of District Board No. 3, Portland, Ore., May x, 1920. 
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the opinion that since the minimum was not underpaid it was 
of no concern to the district board. On motion, however, the 
whole matter was referred to the board of directors for inter- 
pretation. The board of directors at its next meeting pointed 
to the jurisdictional demarcations made sometime earlier and 
sent out to the locals by the president in the following terms: 
Local wage matters, that is, matters concerning the wages of individuals, 
or of small groups, should be determined by the Conference Committee and 
the Manager, in joint discussion. In case these fail to reach agreement, 
the President of the 4L’s is charged with the task of effecting a settlement. 
Wage differences affecting an entire district, for example a change of 
wages for an entire plant, which could not well be made without calling for 
similar changes in neighboring plants, should be referred to the District 


Board. 
Changes in the minimum scale, for the entire Northwest are made by the 


Board of Directors. 


A certain company reduced wages by go cents a day without 
consulting the conference committee. The conference com- 
mittee complained to the district board not only on that point 
but also that the company had failed to post a bond that it would 
live up to regulations—something which all other concerns did. 
At the meeting of the district board, an employer member moved 


“That the matter be referred back to the conference committee, 
with suggestion that they take up this question again with the 
management in the hope of securing amicable adjustment.” 
The board divided—three for and three against the motion. 
An employer member then moved that the company “‘be notified 
that they must conform with the rules and regulations of the 4 L 
with the alternative of withdrawing.”’ The motion was carried.* 

Cases which the district boards cannot terminate, either 
because of failure to agree or because of lack of competence, 
pass on to the board of directors. During a freezing spell, a 
company, without first consulting the conference committee, 
asked its men to keep logs moving on Sunday at straight time. 
The conference committee appealed to the district board and 
obtained a decision. The company appealed to the board of 


* Minutes of Meeting of District Board No. 7, Seattle, Wash., April 17, 1920; 
Minutes of Meeting of Board of Directors, Portland, Ore., May 17-19, 1920; 
Circular Letter, February 28, 1920; Minutes of Meeting of District Board No. 8, 
Everett, Wash., January 7, 1921. 
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directors. A committee of the board met with the manager and 
conference committee. The manager admitted the illegality of 
overtime and promised to adhere to the rules in the future. The 
men waived the claim for extra pay. A company asked its planer 
men to work twelve hours a day at straight time. The men 
agreed todo so. The conference committee appealed to the dis- 
trict board. The company claimed that the men who worked 
desired to do so and that the additional hours were puit in under 
a new shift hence could not properly be considered overtime. 
The board voted that any work beyond eight be considered 
overtime and that time and one-half be paid “regardless of the 
willingness of the men”’ to work straight time. In spite of this 
decision, the company did not swerve from its course and the 
case went before the board of directors. Here the company 
pleaded misunderstanding and promised to abide by the rules in 
the future. The board was conciliatory on its side and promised 
“to wipe the slate clean.” About a month and a half later, the 
company withdrew from the organization.t Another company 
paid its section men below the minimum. The conference com- 
mittee approached the company, but got no satisfaction, the com- 
pany claiming that the workers concerned were aliens and non- 
members. The board of directors sitting in special session shortly 
thereafter interpreted the minimum wage scale to include such 
workers. The conference committee now appealed the case to 
the district board and the district board found the company guilty 
of violating the rules of the organization. The company did not 
alter its practice, and on appeal to the board of directors was 
fined $500 by it.? 

This fine and six others have been imposed under a scheme of 
fines maintained by the organization. Under it, any ¢mployee 
member 


who failing to make use of the machinery provided shall go or. strike or 
“walk off the job” without giving the employer an opportunity to present 


* Minutes of Meeting of the District Board No. 4, Centralia, Wash., October 25, 
1920; Official correspondence covering case in organization files. 

? Minutes of Meeting of the District Board No. 5, Aberdeen, Wash., March a1, 
1921; Minutes of the Meeting of the Board of Directors, Portland, Ore., May 16-17, 
1921; Official correspondence. 
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his case through the proper channels, shall be deemed guilty of violation of 
the 4-L agreement and shall be subject to fine to be set by the district 
board of the district where the offense occurs, provided the fine imposed 
shall not be less than $5.00. 

Employer members are required to bond themselves to the sum 
of $2.50 for each employee, computed on a basis of the average 
number of employees, but not to total less than $100. An 
employer violating any rules of the organization forfeits this 
bond upon a majority vote of the board of directors.‘ Of the 
seven companies fined, one obtained a remittance by making 
good its obligation to its men, three paid, but all have severed 
their connections with the organization. 

No statistical analysis of the cases can be made. It would be 
interesting to know how many cases have arisen, at what branches 
of the organization they were settled, for whom they were settled, 
the issues involved. Owing to records poorly kept, all that is 
impossible. The details on any one case are scattered in local 
minutes, conference committee reports, field officers’ letters, 
district board minutes, board of directors’ minutes, official corre- 
spondence. And in no one of these is a case stated fully. Even 
if one has the endurance to wade through all the records, he 
finds conjecture in the end his only support on many points. 
It is probably a good guess that the emergency clause in the eight- 
hour provision of the wage schedule has given rise to most bona 
fide cases. The wages question has come up many times, but 
not so much for adjudication as for legislation—that is, as to 
whether wages shall be lowered or increased in a plant, district, 
or whole territory. No case has yet gone beyond the board 
of directors to the president or an impartial tribunal. 

VI 

What the possible future of the organization is, no one can tell. 
A spirited official estimate of the war-time membership of the 
organization was 125,000; a dejected official estimate was 
75,000. Of these, some 800 were operators. A year later, in 
the fall of 1919, the estimate was 19,720 men and 402 operators. 


* Minutes of Meeting of the Board of Directors, May 16-17, 1921; Constitu- 
tion, art. viii, sec. 2. 
2 Circular Letter, February 11,1919; 4 L Bulletin, December-January, 1918-19. 





THE LOYAL LEGION OF LOGGERS AND LUMBERMEN 339 


In the summer of 1920, the estimate was 15,150 men and 369 
operators; in the summer of 1921, 10,000 and 115 respectively. 
Since then the membership has become more or less stable. It is 
the substantial employers and skilled employees who are clinging 
to the organization. The skilled employees are comparatively 
well paid and have a permanent interest in the industry. The 
susbstantial employers are anxious to stamp out the I.W.W. and 
Timberworkers, as well as to standardize the employment prob- 
lem in the industry just as they have, through other organizations, 
standardized in recent years the grading, transporting, and 
marketing problems. At its very first meeting, the board of 
directors gave its assent to the following sentiment by incor- 
porating it in the minutes: 

The logging camp and mill operators should decide upon a fixed price 
for their product, . . . . Such price should be based on a fair living, 
eight-hour wage for the workers, . . . . In the absence of a uniform wage 
schedule and log costs, the operators and brokers will cut prices, demoral- 
ize the market, sell at a loss, lower the wages and living standards of the 
workmen, thus making the wage earners pay for their lack of backbone and 
cooperation in demanding a fair and uniform price for their products 
The employers who have left the organization have done so for 
various reasons, some because they are “primeval”’ individualists 
who brook no control no matter what its source is; some because 
they manage their affairs with a short-run point of view—turn a 
penny when the opportunity arises and leave the future to itself; 
some because wages were not reduced faster than they were when 
the depression of 1920 came; some because they do not want to 
be embarrassed by the propaganda against foreigners, which the 
organization has carried on, not because they like the foreigners, 
but because they want a free hand in the employment field; 
still others, because in some localities it is impossible completely 
to man a plant without I.W.W.’s and Timberworkers, and to 
allow another organization is to curry trouble. 

The workers have their own reasons for not belonging. The 
organization was born of an unsuccessful strike for an eight-hour 
day. If the eight-hour day was subsequently granted, it was 
granted only upon government pressure. The employers have 
fought labor so often in the past that it is very difficult to take 

*4 L Bulletin, March, ro19. 
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their protestations to co-operate seriously. In one chain of mills, 
for instance, no common labor policy prevails; some in this chain 
work with the 4 L; some, against it; one mill even works a nine- 
hour day. Joint membership in one organization goes counter to a 
century of experience with labor organizations under the modern 
factory system. The presence of the employer at meetings si- 
lences the aspirations of the workers through fear of consequences, 
real or imaginary. Not only is the worker made more recessive 
through joint membership, but the employer is made more 
dominant. A number of undemocratic tendencies in the organi- 
zation show that. The final word on all questions of importance 
is left to the board of directors instead of to the membership, 
and it does not record its vote. On one appeal for a referendum 
vote on changes in the by-laws the board voted, ‘‘No,”’ and stated 
“that it would be almost impossible to reach an agreement in 
many cases” under that method, and “that the loss of time 
would delay final action on important matters.” No clear 
distinction is made between employer and employee representa- 
tives, with the result that the men often flatter their straw-bosses, 
foremen, superintendents by electing them to positions of 
responsibility. ‘Timekeepers are often found as secretaries of 
locals; straw-bosses and foremen have often represented the men 
on district boards, boards of directors, and conventions. The 
harmony-tone of the organization is fictitious, for there is no 
harmony on vital questions. Finally, whenever an employer, 
irrespective of the wishes of his local, withdraws from the 
organization, the local lapses. 

To make an impartial estimate of the organization is a most 
difficult task. It is wholly without precedent and with only little 
experience of itsown. Yet what is known of employee-employer 
relationships in general may be a fair basis for an attempt to do 
so. Ever since the workers were separated from the market and 
the ownership of the tools, they have sensed a distinction in their 
own interests as compared with those of their employers. To 
forward these interests, they have maintained organizations 
of their own for approximately a century. Much that they 
have attained in the way of comfort, leisure, education, they 
have attained through these organizations, very often in the face 
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of repression incited by themselves or initiated by their employers 
and the governments, too. Out of this crude relationship, the 
socialists evolved the doctrine of the “‘class struggle”’ as a relent- 
less fact. The organization presents itself as a negation of that 
doctrine and as a vindication of its opposite, harmony. In so 
far as the “class struggle” is concerned the achievement is a 
barren one, for it is no longer held even among socialists in its 
harsher form. Witness the Gérlitzer program of the Social 
Democratic party of Germany adopted in September, 1921." 
The presumed harmony is gratuitous, for interest groups in 
social life are a fact which organizations to the contrary cannot 
obliterate. Moreover, the need is not to obliterate groups but 
to compose their differences. To fuse two groups is to submerge 
one. For instance, in so far as wages are concerned the workers 
have had very little influence in determining their course. In 
the prosperity years of 1919 and 1920, actual wages were far 
above the minimum wages fixed by the organization. In the 
depression year of 1921, actual wages and minimum wages 
dropped more rapidly than in other industries. In the recovery 
year of 1922, wages rose again considerably above the minimum. 
In other words, wages have followed the market. In so far as 
the eight-hour day is concerned, the workers’ influence in its 
retention is small. It is undoubtedly true that if the operators 
wanted to abandon it they could do so. They prefer to keep it, 
however. It has not affected production adversely in a material 
way, and if it has, the industry has anyhow been suffering from 
overcapacity. The merit of the organization lies not in having 
brought the operators and men together, but in having brought 
the operators together for a common labor policy. ‘And though 
of so unlimited a power men may fancy many evill consequences, 
yet the consequences of the want of it which is perpetuell warre 
of every man against his neighbour is worse.’ 
EpwarD B. MITTELMAN 


ScHoot or CoMMERCE, 
OREGON AGRICULTURAL COLLEGE 


* Vahrbiicher fur Nationalékonomie und Statistik, Band 118, Folge 111, Band 63, 
drittes Heft, March, 1922. 


* Thomas Hobbes, Leviathan, chap. xx. 
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The first two of these four books represent the Cambridge 
economics, the modern British “neo-classical” interpretation of 
economic science founded and mainly developed by Dr. Alfred 
Marshall. Professor Henderson’s volume is a brief and, in a 
sense, popular summary of principles, while The Economics of 
Welfare is a development and application. 

Supply and Demand is the first volume in a series of ‘Cam- 
bridge Economic Handbooks,” under the editorship of Professor 
J. M. Keynes, who indicates the character and purpose of the 
series in an Introduction to this number: 


The main task of the professional economist now consists, either in 
obtaining a wide knowledge of relevant facts and exercising skill in the 
application of economic principles to them, or in expounding the elements 
of his method in a lucid, accurate and illuminating way, so that, through 
his instruction, the number of those who can think for themselves may be 
increased. This Series is directed towards the latter aim. 


The author’s own opening chapter carries out the idea of a 
somewhat similar division of labor between this volume and the 
rest of the series. For, of course, there is no sharp separation 
between principles and application, but rather a hierarchy of 
principles of all grades and degrees of generality and breadth of 
significance, and the division of economics generally known as 
“economic theory” deals with the most general principles of 
modern economic relationships as worked out through the 
machinery of markets and prices or “supply and demand.” 


* Supply and Demand, by Hubert D. Henderson, M.A. New York: Harcourt, 
Brace & Co., 1922. Pp. x+181. 

The Economics of Welfare, by A. C. Pigou. New York: Macmillan Co., 
1920. Pp. xxvi+976. 

Principles of the New Economics, by Lionel D. Edie. New York: Thomas Y. 
Crowell Co., 1922. Pp. xiv+525. 

Introduction to Economics (revised), by Alvin S. Johnson, Ph.D. Boston, 
New York, and Chicago: D. C. Heath & Co., 1922. Pp. xiv+481. 
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Professor Henderson’s book can arouse nothing but admira- 
tion for the effectiveness with which it carries out its purpose of 
a brief statement of principles for the educated general reader. 
It is not only “lucid, accurate and illuminating,’ but combines 
sincerity and power of exposition with a charm of style unusual 
even when measured by the high standards set by British 
scholarship in this field. It is frankly, as the Editor’s Preface 
again states, ‘‘not concerned to make original contributions to 
knowledge, or even to attempt a complete summary of all the 
principles of the subject”’; but as a statement of the achieved 
results of the school of thought from which it springs, with a 
significant amount of development of those principles along 
self-consistent lines, it is beyond criticism. Discussion of the 
book must therefore be in effect a critique of this body of doctrine, 
the modern culmination of the great development of classical 
economics, from Adam Smith through Ricardo and J. S. Mill to 
Marshall and the present generation. In this review will be 
selected for brief comment a few of the high points of that doc- 
trine with special reference, naturally, to the form of statement 
given them by Professor Henderson. 

The most considerable influence from without the main 
current of the classical tradition upon the modern schoul is shown 
in Marshall's absorption of the utility theory of Jevons, Walras, 
and the Austrians, suggesting the term “eclecticism” often 
applied to the new position. Our first comment on modern 
classical economics would be to emphasize the question often 
previously raised as to whether this notion of utility, which in 
textbooks has become the cornerstone of the science, represents 
a real advance. The three founders of modern utility theory 
present a sharp contrast in their conceptions of the doctrine. 
Menger adopted a loose, common-sense view, speaking of the 
diminishing ‘‘importance” (Bedeutung) of successive additions 
to supply, while Walras and Jevons thought in terms of an 
accurately defined and measurable psychological magnitude, 
to be handled by the methods of the infinitesimal calculus. 
Professor Henderson is wary enough to give no definition of 
utility, treating it quite “naively” as a synonymn for “useful- 
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ness,” i.e., as a mere designation for the motive back of consump- 
tion without special implications as to the character of that 
motive. He does, however, seem to be committed to the 
conception of utility as a quantity. Though he does not specifi- 
cally make use of total utility and consumers’ surplus, he refers 
to the added utility of an additional unit of a good and to “‘incre- 
ments” of utility (p. 42), and also speaks of the marginal utility 
of money and of utility as measured in money (p. 51). He there- 
fore appears to expose himself to the criticism of using a ration- 
alistic psychology, one of the favorite points of attack upon the 
classical or neo-classical position. 

The precise sense in which human motivation or valuation is 
quantitative—whether we call it quantity of pleasure or self- 
realization or something else is relatively immaterial—is a 
difficult problem and perhaps a metaphysical one in the bad 
sense of the term. In a book of this kind and scope, it may be 
well to adopt a loose quantitative interpretation, since men do 
behave much ‘“‘as if” they were trying to maximize something. 
It is fairly certain, however, that the quantitative form of our 
thinking about motives and feelings is chiefly a product of the 
natural science bias in general and especially of sophistication 
by the use of money. For a more rigorous treatment of eco- 
nomics, the best course would seem to be to leave psychology 
out of it altogether, since the alternative is to falsify it by ration- 
alization, and adopt the objective standpoint of Cournot, dealing 
with quantities of goods and not of feelings. As far as the facts 
of behavior are concerned, the content of utility laws is fully 
conveyed by stating that a man tends to distribute his purchasing 
power among commodities in some determinate way rather than 
to expend it all for any one good. Utility theory would then 
be regarded as belonging to ethics, as no doubt it properly does, 
and to ethics of a sort not amenable to treatment by natural 
science methods. The method of “index functions” used by 
Pareto may be made as objective and rigorous as that of Cournot 
—and the index is as real as the concepts of force and energy 
in mechanics—but this method is less simple, and it is doubtful 
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whether index functions can practically be kept free from 
psychological and ethical implications. 

In line with the older classical tradition, the ergument of 
Professor Henderson’s book centers chiefly around the meaning 
of cost of production, and shows that there isfstill uncertainty 
and confusion on this point. The author holds (p. 29) that, for 
short periods, there is a ruling tendency toward increasing costs 
as supply is increased, and hence toward an increase in price 
with an increase in demand, but that, in the long run, costs may 
decrease and the price fall, as a result of a revolution ini productive 
methods. This is perhaps the position most commonly taken, 
but it can be shown to rest upon defective analysis. There is 
no direct causal relation between increased output and new 
discoveries in the line of productive methods, and hence none 
between increased output and reduced costs from this source. 
As to economies of large-scale production by methods already 
known, the tendency should be to secure all of these that are 
available, by increasing the size of establishment in the industry, 
independent of any increase in the aggregate output, through 
reduction in the number of establishments. If competition is 
effective this tendency should operate either until all the estab- 
lishments are of the most efficient size, after which point increase 
in output would come from an increase in the number of establish- 
ments and would involve increasing costs, or else until the whole 
world were supplied from a single (monopolistic) establishment. 
The argument for a long-run tendency toward decreasing costs 
with increasing aggregate output either assumes conditions 
incompatible with competition in the industry or else involves 
a confusion between “static” and “dynamic” considerations. 
Two fallacies probably underlie the usual reasoning on the 
subject. In the first place, a vague tendency for increased 
demand to “stimulate” improvements in the industry is confused 
with causality in the sense that one can be inferred to follow 
from the other; and, in the second place, transportation and 
marketing costs are often overlooked in figuring costs of produc- 
tion. It is impossible to treat this question exhaustively here, 
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but there are probably few commonly accepted ideas in economic 
theory more pernicious for sound policy as well as logically falla- 
cious than this generalization that increase in demand can be 
counted upon to carry with it a decrease in the real costs of 
production. 

Under ordinary competitive conditions, the long-run tendency 
must run toward increasing costs since increased production 
means an increased demand for the cost goods and higher 
prices for these. In these circumstances, Professor Henderson 
properly fixes attention upon marginal costs (chap, iv, especially 
p. 65): “The cost that really matters is the cost at which addi- 
tional production is profitable under the conditions ruling at the 
time, or in the immediate future.” But here again questions 
are to be raised as to the adequacy of the analysis. It is very 
necessary to distinguish between effective or real costs and 
entrepreneur’s money costs, and to take careful account of the 
extent to which the present or immediate future can be separated 
from considerations involving longer periods of time. Nor can 
costs which look backward and not forward in time be entirely 
ignored. The amount of space given by Professor Henderson 
to the discussion of coal mining and references to the “strictly 
limited resources of nature” (e.g., p. 60) illustrate the separation 
made by older classical writers between natural resources and 
other productive factors. This separation cannot be maintained, 
as indeed our author implicitly recognizes when he later uses 
illustrations from fixed capital and mercantile stocks (and he 
might have drawn equally valid ones from the field of labor). 
What the problem calls for is a separation, in terms of the facts 
of the situation and of the actual length of time which circum- 
stances justify taking into account, between prime and supple- 
mentary costs. In summary form, the logic of the matter seems 
to be as follows as to the “costs of additional production”: 

1) By the costs of production of a commodity we understand 
the consumption of goods or uses of goods having value and 
measured by their value. The fixed or supplementary costs 
represent those uses of goods, including the holding idle of 
durable agents, which would not have been put to any other 
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use if released by the industry in question because specialized 
in some way to the latter and not subject to effective demand 
elsewhere. Prime or variable costs are those uses of goods 
which are by such use prevented from being put to some other 
valuable employment. From a social point of view and that 
of the industry alike the fixed costs do not “matter”; they are not 
properly costs at all; they do not under competitive conditions 
limit production and so enter into price, nor, since bygones are 
bygones, do they represent a real sacrifice incurred on account 
of production. It is fundamental that the specialization of cost 
goods or factors of production to a particular industry is a 
matter of degree and of the length of time taken into view, and 
that the distinction between specialized and unspecialized cuts 
across all three of the conventional “factors of production,”’ i.e., 
land, labor, and capital. (2) When the production of a com- 
modity is increased there will usually (always if the increase 
takes place quickly) be an increase in the relative amount of 
the more variable cost goods applied to those that are more 
fixed. If the variable cost goods are valued in a fluid market, 
this change will, other things being equal, lead to an increase 
in their price, and this increase constitutes a tendency toward 
increasing costs for the commodity, though this tendency may 
be small in magnitude and may be overshadowed by other 
contrary tendencies. For the time being, this change in the 
proportions in which the variable factors are applied to the 
fixed factors may mean increasing or decreasing returns from the 
latter, depending on whether the fixed factors were or were 
not previously being worked up nearly to their “capacity.” 
An industry working below the capacity of its fixed equipment 
will probably show decreasing prime costs with increased output, 
and one working at or above capacity will show increasing 
prime costs. (3) If payments for the fixed cost goods are included 
in “costs,” as they are by accountants and business men, then 
increased production in an industry working below the capacity 
of its fixed equipment will show more sharply decreasing costs 
than if prime costs alone are considered, and one working at or 
above capacity will show costs more sharply increasing, since the 
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fixed cost goods will also increase in value. (4) In the ultimate 
long run, the distinction between fixed and variable cost goods 
tends to disappear, though different sorts of “land,” of “labor,” 
and of “capital” behave very differently with respect to their 
susceptibility to respecialization in new directions. 

In actual life, the situation is further complicated by the 
crudity of the markets for cost goods, the terms of the contracts, 
real or implied, wider which they are bargained for, by specula- 
tion, and by the practical necessity of maintaining some price 
policy with regard to both cost goods and finished product. 
For short periods, the great bulk of costs are really fixed, though 
the entrepreneur may be able to shift them on to the owners 
of the factors—notably, labor of the lower grades—by stopping 
production and leaving them “unemployed.” For very long 
periods, even a coal mine represents in large part an investment 
which must make the competitive return if production is to be 
maintained, though there are of course investments which once 
made are wholly irrevocable and the return on which is a price- 
determined surplus or rent, and there are specialized natural 
resources and innate human aptitudes which represent no 
investment, though the importance of these is likely to be 
exaggerated. It cannot be overemphasized that all these 
distinctions cut across all the conventional factors; the value of 
labor itself may represent an investment in specialized skill, 
or an innate specialization as unchangeable as that of any 
natural resource. 

Both in the chapter on land (pp. 101-2) and in that on real 
costs of production (pp. 164-65), Professor Henderson finally 
goes over to the newer postclassical interpretation of costs 
associated with the names of Wicksteed and Davenport. This is 
certainly the correct position for a long-run theory, but it as 
certainly cannot be maintained as a realistic description of the 
relation between cost and price for the time being or the immedi- 
ate future. From this point of view, it is nearer the truth to 
say that costs do not “matter” at all, that the greater part of 
them are rents, price-determined. On the other hand, the author’s 
statement that “‘the attempt to explain money costs in terms 
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of the costs of producing the ultimate agents of production leads 
us into a quagmire of unreality and dubious hypothesis” (p. 164) 
is also sadly true. The theorist must apparently give up the 
hope of formulating any neatly logical general propositions which 
will carry us far in the way of explaining the concrete details 
of any actual situation, and fall back upon “historical’”’ explana- 
tion. And the practical questions of policy will have to be 
determined largely by the exercise of judgment, as informed and 
tolerant as may be, on the part of the business man for his own 
business, and of society in so far as it attempts to control the 
policy of business generally. 

Another classical doctrine which survives and receives 
considerate treatment in Professor Henderson’s book, but which 
is rather vulnerable to criticism, is that of pain cost, with the 
differentiation of natural resources from labor and capital on 
this further ground. That “the supply of land involves neither 
effort nor sacrifice” is surely untrue historically, and quite 
obviously so in a country like America, which has been brought 
into use under a competitive economic régime. There is no 
reasonable probability that the rent of land in America today 
represents more than a fair return on all the costs that have 
been sunk in it, hardly even that this is true of any significant 
class of natural resources. In any case, the supply of any 
factor of production available for use in a society which recognizes 
private property depends on its price for the same reason as 
in the case of labor. For not only labor but also land and 
capital are subject to the competition of uses which create 
satisfactions directly without being embodied in marketable 
goods. A considerable fraction of the land is devoted to such 
uses now (lawns, parks, golf links, game preserves), and with a 
change in price the amount would presumably change in the 
same unpredictable ways as in the case of laborers who, if their 
wages are raised, may work more or “play” more, as the case 
may be. 

The last point to be noticed in this summary relates to 
another ancient bone of contention, the capital concept. In a 
section entitled, ‘Capital Not a Stock of Consumable Goods,” 
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the author designates as “pure mysticism” one of the most 
familiar tenets of his classical forebears, and raises the ghost of 
“the notorious doctrine of the Wages Fund” to terrify into 
silence any possible objection. But, in this case, is he not 
departing unduly from the ways of the fathers? Of course, 
the existing stock of capital in society is not the same as the 
existing stock of consumers’ goods, as some loose statements of 
the older writers might indicate, and we cannot say that they 
were not misled by such careless forms of statement, but there 
was none the less a fundamental truth in their theory. Every 
capital good does begin as a “‘surplus”’ of consumers’ goods, which 
by being “advanced” to labor (and land and capital) becomes 
in a sense converted into equipment goods. Also,equipment goods 
are constantly converted back into consumption goods as they wear 
out and accumulate a replacement fund. The real error in the 
old doctrine was failure to consider the period of turnover of 
this transformation. Or, considering the yearly produce of con- 
sumption goods, of the kinds which laborers use, as a wages 
fund for that year, the practical conclusions formerly drawn are 
not so far from the truth. Statistical studies more and more 
confirm the belief that it is impossible to change the real wages 
of labor as an aggregate by any large amount in a short space 
of time. It seems to the reviewer that Professor Taussig has 
been on the right track in his endeavor to explain and, in a sense, 
revive this much maligned doctrine. 

It is surely clear that no lack of appreciation of Professor 
Henderson’s admirable book lies behind the predominantly 
critical character of this brief review. It would seem a mere 
impertinence to take the opposite course and select points for 
agreement and commendation, especially where the author 
himself is making no claim to originality in his position. The 
book is, as stated at the outset, a remarkably effective summary 
of a historical position, and many parts of it are much more 
than a restatement of familiar doctrine. The chapter on joint 
and composite demand and supply is especially illuminating, 
and also that on risk-bearing and enterprise. The reviewer 
does not believe—as the author does (p. 110)—that the average 
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profits in an industry are higher, the more risky the industry, 
but does not see how the question can be subjected to the test 
of fact—until someone comes forward with some method, other 
than the actual outcome, for measuring the riskiness of enter- 
prises! 


Professor Pigou’s Economics of Welfare replaces his Wealth and 
Welfare, published in 1912, but is much enlarged and rearranged. 
The general plan of the work and main line of argument are, 
however, the same as in the older book. In a group of intro- 
ductory chapters on the general relation between welfare and 
the wealth-creating and wealth-using process, the author derives 
three main propositions to the effect that, in general, and other 
things being equal, welfare will be increased in society as a whole 
if the ‘‘national dividend” is (1) larger, (2) more equally dis- 
tributed, and (3) more regular and certain in its flow. In the 
case of the poorer members of society, the last consideration may, 
he thinks, be more important even than the size of the income. 
Then, in successive parts and chapters of the book, he examines, 
one would say, practically every conceivable influence which may 
affect the size, distribution, and regularity of flow of the national 
dividend. He does not answer, or raise, any of the large, general 
questions as to the efficiency or inefficiency of the existing social 
system, absolute or relative to some other system which might 
conceivably replace it. It is frankly a “piecemeal” treatment 
that he gives, a searching examination of the separate details 
of business and social policy which seem likely to affect welfare 
through the national dividend. 

The book is a stupendous piece of work, and nothing that 
could properly be called a discussion of it can be attempted here. 
The finely printed and highly synoptic table of contents covers 
twenty-seven pages, and the nine hundred and fifty-odd pages 
of text present a discussion remarkable alike for exhaustive and 
accurate logical analysis, refinement of methodology, fair and 
penetrating discussion of every possible alternative and angle 
of every question that is broached, and encyclopedic presentation 
of factual material; and for the combination of these qualities 
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it is perhaps unequaled in the whole literature of economics. 
The range of the subject-matter covers well nigh everything in 
or near the wide field of economics, from price theory to methods 
of wage payment, poor relief, public finance, the business cyc'e 
and insurance, and all are treated with the same exhaustiveness 
and impartial, painstaking competence. It is especially remark- 
able that Professor Pigou’s work stands so nearly alone in a 
field of such fundamental interest. Criticism of the “capital- 
istic’ system by socialists and radicals, and criticism of their 
criticisms, we have had in abundance; but there is no other 
general discussion on the plane and in the temper of scientific 
inquiry to be compared with this work. The only thing known 
to the writer which might possibly be suggested as an exception 
is Professor A. Landry’s L’utilité social de la propriété individuelle, 
and this is far outclassed—both in critical competence and in 
the massing of factual evidence. 

Anyone who has worked through such a book will naturally 
have questions to ask at many points and will find himself in 
disagreement with some classifications, methods of procedure, 
and conclusions. The author’s discussion of the nature of 
welfare is especially challenging; although elaborated and 
buttressed in this volume in comparison to the earlier version, 
it still gives the impression of being oversimplified and rather 
“what one would expect from an economist.’’ The only point 
on which critical comment will be ventured here, however, 
relates to the problem of the meaning of cost, already referred 
to in discussing Professor Henderson’s book. Professor Pigou 
deals only with satisfactions and dissatisfactions as measured by 
money, thus avoiding psychological difficulties, especially the 
muddy concept of the psychic surplus, producers’ or consumers’ 
rent. This is a great advantage logically, though one may ques- 
tion whether psychic magnitudes can really be ignored in form- 
ing practical judgments regarding welfare. 

In his handling of money costs, Professor Pigou builds upon 
the distinction between supply price (average cost per unit) and 
marginal supply price (marginal cost). He argues that, under 
competitive conditions, production will be carried to the point 
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at which total cost is equal to total selling price, while the social 
ideal is to have it carried to the point where marginal cost is 
equal to selling price, since this is the point at which the marginal 
net products of the factors of production are equal as between 
this industry and other industries. (The argument is taken over 
from the earlier book, relegated to an appendix, and an unsuccess- 
ful attempt made to answer objections made by reviewers of the 
former volume, notably by Professor A. A. Young). In our 
opinion, the simplest way to view the problem and to see the 
author’s fallacy is, as suggested above, to make a sharp separation 
between prime or price-determining costs and those of the nature 
of a surplus or rent. It should be evident that, under competi- 
tion, production will be carried to the point at which prime costs 
are equal to selling price, which is exactly the socially ideal adjust- 
ment. Equal marginal productivity has no meaning in connec- 
tion with cost goods not subject to effective competition from 
other industries. It is true that total cost must equal total 
selling price, all money costs included, but this is because either 
(a) a large part of the costs are price determined, mere balancing 
entries in the account as it were, or (0) in case all the costs in the 
industry are ‘“‘prime” and price determining, increasing money 
cost is entirely the result of revaluation of the cost goods and does 
not represent increased real cost. We need not discuss the case 
of decreasing costs, since in this connection fixed or price deter- 
mined costs obviously play the dominant réle. Hence it is always 
true that competition tends to bring about the socially ideal 
allocation of resources among different industries, if pecuniary 
values are accepted as final, and the conditions of perfect com- 
petition obtain. 

Professor Pigou makes relatively little of the analogous dis- 
tinction on the demand side between demand price and marginal 
demand price, merely pointing out the posszbility of divergence. 
This he thinks would happen in the case of a commodity the 
demand for which is at least in part based upon a desire for the 
common or for the uncommon as such. Thus an increased sale 
of diamonds might very well reduce the quantity of satisfaction 
derived from diamonds by previous purchasers, so that the 
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satisfaction obtained by the new purchasers would not represent 
an addition to the total amount of satisfaction conferred by the 
aggregate supply. But this reasoning also is vulnerable, since, 
the margin being changed for the previous purchasers, they 
would cease purchasing or sell diamonds already purchased 
until equality was restored between utility and cost. The author 
could substantiate his claim for a divergence between total value 
and total selling price only by levying upon consumers’ surplus, 
which it is clear he does not aim to do. 

It should be said that this technical question just discussed 
does not affect the soundness of the great bulk of the book, and 
it is also fortunate that most of the problems taken up are 
handled by “common-sense” methods, rigorous mathematical 
statements being given, if at all, as a check and placed in foot- 
notes. In the exercise of judgment, based on a comprehensive 
presentation of facts, any candid reader must concede that 
Professor Pigou is masterful and fair. The big question left 
by the book in the mind of the critical student will be that of 
how deep any argument in terms of quantities of satisfaction 
can carry us into the problem of what society “ought” to do 


in the sphere of economics. He may even wonder how much 
reasoning of the type presented ‘‘really”’ has to do with Professor 
Pigou’s own conclusions; and how far it may rather be ration- 
alization in support of a position arrived at by subtler processes. 


Professor Edie has at least succeeded in writing a textbook 
in economics which is “different.” If his title borders on the 
presumptuous, it is true that he has set to work and done what 
a considerable number of the younger and more rebellious 
spirits in the profession have talked about a great deal; he has 
gotten away from all tincture of “a-priorism,”’ made his discus- 
sion factual and realistic and brought it into intimate contact 
with the live human problems of modern economic society. 
His book should be welcomed by a large circle of teachers. It 
has made very refreshing reading for the reviewer and aroused 
genuine admiration for the author’s achievement (albeit the said 
reviewer belongs rather to the older ways of thinking on these 
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matters, tends to harp more on “‘clear thinking” and ‘devotion 
to ideas”’ rather than to criticize ‘arbitrary assumption” and 
“unreal abstraction,” and, in truth, is quite a bit skeptical about 
“the newer economics”), 

All books must have the defects of their qualities, and all of 
them do have a large assortment of further flaws not so clearly 
associated with peculiar merits. In the present instance, the 
reviewer does not see the necessary connection between a 
realistic factual treatment of economics and the elaboration of 
an untested, crude, and hypothetical social psychology which 
makes up the first part of this volume. Moreover, he is under 
the impression that the tendency of the more careful students 
in this domain is already strongly away from the use of 
“instincts” to explain everything in the field of human conduct, 
that the movement is toward a real “psychology,” viewing 


behavior as the expression of conscious attitudes toward values 
whose content is largely an institutional product. If there were 
any definite, fundamental behavior tendencies in man which 
were either obvious enough to form an effective starting-point 


for beginners in discussing human activities or, if not obvious, 
were verifiable and agreed upon by the experts so as to justify 
expounding them dogmatically, it might be justifiable to give 
them the place in elementary economics which Professor Edie 
has given them. Both these suppositions are contrary to fact, 
however, and, besides, there is a fairly clear division of field 
between economics and social psychology. As the facts stand, 
we must question whether it is not wiser for the economist to be 
rather moderate in his drafts upon this related science until 
it has more to offer in the way of fairly established principles. 
In the meantime, he can get along very well by taking as data 
the facts as he finds them in the way of attitudes and reactions 
to the characteristic economic situations. The numerous 
references to instincts in the body of Professor Edie’s book are 
as unessential to his economic argument as are the formal 
introductory chapters, and the whole would be improved by 
eliminating this theoretical interpretation and stating the plain 
facts as to the way in which men act. 
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In this treatment of economics proper, the features of the 
book which invite criticism are more of the nature of defects 
of qualities, and the questions they raise relate to fundamental 
issues as to the sort of thing which an introductory textbook 
should be. The work is “scholarly”; the author has read 
and digested the authoritative and up-to-date literature of 
an astonishing number of fields. Also, he has made his book, 
to an unusual extent, out of quotation and paraphrase, but 
this is very skilfully done, and the exposition as a whole is 
dignified and effective. The treatment is strong where the 
question is one of wide information and sound judgment, 
weak where it is a matter of logical analysis and that emphasis 
of “fundamentals” which the theorist craves. It is also weak 
in systematic arrangement. The same question will come up 
in different connections and be discussed in nearly the same terms 
at widely separated points—or sometimes even in more or less 
conflicting terms. For example, the subject of “interlocking 
directorates” is taken up at least five times, and in two of these 


discussions contradictory statements are made concerning the 
meaning of the provisions of the Clayton Act (see pp. 271, 342). 


It need hardly be said that Professor Edie’s treatment of 
price, and of distribution, are most unsatisfactory to a theorist 
in the old sense of the word. The discussion of distribution 
theory is scattered through two very long and heterogeneous 
chapters on labor and capital, respectively. In the former, 
four theories are mentioned, only to be repudiated in a statement 
advocating a “pluralistic theory,” which views wages as “the 
resultant of a very wide variety of influences,” ... . playing 
widely varying parts from ins.ance to instance, combining in 
new and original forms, requiring in each individual case an 
estimate of its peculiar and unique grouping,....’ etc. 
(pp. 119, 134). These “influences” are then discussed under 
four headings (unrelated to the four “‘ theories” above) as follows: 
standard of living; incentives; bargaining power; habit and cus- 
tom. The treatment of each of these topics is illuminating and 
good; but surely it is strange procedure to leave out of account 
altogether the question of the value of the service to the em- 
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ployer! The “productivity theory” is one of the four previously 
rejected, after less than a page of discussion and a statement of the 
theory in a misleading form. An economist is hardly justified in 
saying, as Professor Edie does, that it is “obviously futile” to at- 
tempt to evaluate any particular service, when that is exactly what 
happens in the market and is what any economic system must 
find some way of doing, if it is to organize its productive forces 
intelligently. And when he adds that “even where rough 
approximations are estimated . . . . the employer need not pay 
in full the estimated share,” his statement is indefensible as a 
generalization. No one can say whether laborers get less than 
their theoretical product oftener than they get more. Some 
fifteen pages farther on, again, we find a clear statement of the 
fact that “‘any considerable increase in the real wages of the 
masses of the people depends upon an increase in the total 
productivity of the country.” The book contains numerous 
unsupported generalizations on matters of opinion, inclining 
sometimes toward a radical and at others toward a conservative 
social position. 

In the chapter on capital we are given another theory of 
distribution, developed in terms of “minimum and surplus” 
(pp. 214 ff.). Of this the best that can be said is that it contains 
sound and suggestive elements. In the course of his exposition, 
the author accepts the really bad feature of the historic produc- 
tivity theory, namely, the doctrine that what one “ought” to get 
is what he contributes to social production, including, for all we 
are told to the contrary, the contribution of any property of 
which he has honorably or lawfully obtained possession. The 
author’s theory of prices, given in another long and heterogenous 
chapter on markets, is closer to orthodox views, but fails to 
straighten out the relations of cause and effect in the circle of 
demand, supply, and price. The discussion of money and credit , 
too, is packed with information, but fails to carry analysis 
through to fundamental principles. Professor Edie represents 
the reaction from overemphasis on too limited a number of causes 
to the position that there virtually are no “fundamental princi- 
ples” in economics. ‘This position is intelligible even to one who 
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does not agree with it. His last two chapters, on economic radi- 
calism, and economic democracy, deal with questions calling espe- 
cially for informed and tolerant judgment rather than scientific 
analysis, and are, in the reviewers’ opinion, the best in the book. 
A serious practical difficulty with such a book for use as a 
text will be the rapidity with which much of the content will 
become out of date. It will have to be entirely re-written at 
short intervals if it is not to lose much of its peculiar value. 


In combination with a volume giving more systematic 
analysis of the economic order, Professor Edie’s text should be 
valuable in an introductory course, whether or not the instructor 
fully accepts its special point of view. It happens that the last 
book we have to notice is particularly suited to be the other 
member of such a combination, to restore the balance and com- 
plete a well-rounded view of the subject. This revised edition 
of Dr. Johnson’s well-known text, first published some fifteen 
years ago, involves no fundamental changes, and does not call 
for extended discussion here. The subject-matter is brought 
down to date, especially by the incorporation of illustrative 
material from the happenings of the war period, and one new 
chapter has been added, treating the subject of management. 
The author expressly advocates introducing the study of eco- 
nomics by ‘‘a well co-ordinated statement of principles,” and in 
this volume he has worked out such a statement, centering 
around the problem of value and price. 

Systematic, logical though without subtlety, and written in 
an exceedingly smooth and facile style, Dr. Johnson’s book is 
fairly well described in saying that it is the opposite of Professor 
Edie’s in most respects. Its obvious and outstanding purpose 
is to make economics easy and simple. Consequently, it avoids 
suggesting the multitudinous “disturbing causes” which make 
the workings of economic laws, as seen in practical life, seem so 
different from their statement in books. Limiting itself to 
explaining and illustrating the simpler abstract principles of 
economic relations, it sacrifices accuracy, as well as completeness, 
to lucidity of statement to an unusual extent for a college text- 
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book. The principal question raised by the author’s method of 
approach is the converse of that suggested by Professui die. 
Does a “well co-ordinated statement of principles” mean that a 
beginner’s book should raise no questions which it cannot solve 
with satisfying finality, or should it also suggest something of the 
complexity of actual life, and lead on to problems which call for 
difficult analysis and wide information? It is hardly too much 
to say that this book gives the impression that there are no 
problems in economics which cannot be settled off-hand by any 
fairly well-informed and logical mind. Somewhere, we suggest, 
a compromise should be drawn between this extreme and that 
represented by the “newer economics” of ruling out all funda- 
mental principles because they simplify and falsify reality. 


FRANK H. KNIGHT 
UNIVERSITY OF IOWA 





THE CROWN LANDS IN FEUDAL GERMANY: 


In an age when Naturalwirtschaft was almost universal, and 
when even kings had to “‘live of their own”’ in large part, that 
is to say, from the resources of their house and crown lands, and 
when, too, little distinction was made between public revenue 
and private fortune, a feudal monarch could have no fixed capital. 
He was compelled to be forever on the road traveling from one 
royal domain to another. This is true of the medieval kings 
of England, France, and Germany. Neither London nor Paris 
became permanent seats of the English and French governments 
before the end of the twelfth century. 

In Germany, owing to three changes of dynasty, fixation of 
capital was even less possible. The Saxon house manifested a 
preference for residence in Saxony when the exigency of the time 
permitted; the Salians sojourned in the middle Rhinelands when 
they could; the Hohenstaufen in Swabia. But the crown lands 
of Germany (the fisc) were scattered in patches and parcels in 
every duchy. 

We have a few sources of uncertain value in regard to the 
expenses of the court of Otto I (936-73). According to these 
data, about 30 pounds of silver were required, per diem, for 
support of the king’s Hof, or about 10,000 pounds per annum. 
More interesting are the daily demands of the court in naturalia, 
which show the predominantly agricultural character of the econ- 
omy, and the enormous rout of officials, counts, palsgraves, 

* Selected bibliography in Gebhardt, Handbuch der deutschen Gesch.; Kétzschke, 
Deutschewirtschaftsgesch.; Waitz, Deutscheverfassungsgesch., VII, chap. 15, has 200 
pages. The best detailed study of the fisc is Eggers, Der kinigliche Grundbesitz im 
10 und beginnenden 11 Jahrhundert, Weimar, 1909 (Quellen und Studien von Karl 
Zeumer). See important reviews of this work in Hist. Viertelj., 1910, No. 4; Goet- 
tingische 
Heft 1 (1912). Frey, Die Schicksale des kinigl. Gutes in Deutschland unter den 
letzen Staufen (1881), and Niese, Die Verwaltung des Reichesgutes im 13 Jahrhundert 
(1905), deal with the dissipation and dilapidation of the fisc in the twelfth and 


thirteenth centuries. 
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guardsmen, vassals, both lay and clerical in attendance, besides 
visiting guests of the king, ministeriales, etc., by whom the king 
was perpetually surrounded. According to the Saxon Annals, 
anno 968, Otto the Great’s entourage daily consumed 1,000 swine 
and sheep, 10 Fuder, or 2,700 gallons of wine, the same amount 
of beer, 1,000 measures of grain, 8 oxen, chickens, ducks, geese, 
eggs, vegetables, fish, etc.* Of course, not all of these supplies 
came from the crown lands. The king “‘lived of his own” when 
it was convenient for him to do so. But as king and liege lord, 
he and his suite were entitled to hospitality from vassals in whose 
territories he was temporarily, or through whose lands he was 
passing. This right of hospitality often became a serious griev- 
ance of the feudality, who looked upon its exaction as a heavy 
burden.? 

The revenues of the fisc, which were almost all in kind (natu- 
ralia), were supplemented by other resources which were fixed 
by the customary law of the manorial régime, such as tolls, 
corvées and fines and court fees payable to the king as a manorial 
proprietor. The most important of these impositions was the 
zins (French, cens), a tax upon immovable property and nearly 
approaching in nature the later rent. The amount of the zins 
varied according to the importance of the locality. In regions 
where the population was fairly dense and trade of some magni- 
tude, it might be paid in money. In sparsely peopled regions 
of a backward economy, it was usually paid in produce of the 
land or the forests. In any case, the revenues were not different 
from those collected by every feudal lord from his domains.’ 

In the ninth century, the royal domain both in Germany and 
France was much reduced owing to the weakness of the kings, 
who were compelled to purchase from their rebellious vassals, 
by grants from the fisc, a support which they were unable to 
compel, or else the royal domains were boldly seized by the feud- 
ality, lay and clerical—barons, bishops, abbots. Louis the Pious 


*See Waitz, VIII, 223-25. For modern money equivalents, p. 223, note 2. 
? Waitz, VIII, 226-29. 


3 Waitz, IV, 113-20; Richter and Kohl, Annalen d. deutschen Gesch., I, 1, 
569-71. 
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seems to have made a weak effort to restrain such spoliation,? 
but the first effective check in Germany was imposed by Ludwig 
the German, in 852, who instituted the earliest reclamation or 
“revindication” of the fisc of which we have record.? The 
results, however, must have been unsatisfactory, for eight years 
later at Coblenz, we find the king still complaining of rapine and 
depredation.s When Ludwig died, in 870, the spoliation of the 
crown lands went on apace under his successors.‘ 

When the house of Charlemagne expired in Germany in 911, 
nothing but tattered remnants and scattered fragments of the 
former great patrimony of the Carolingians remained. At the 
accession of the Saxon dynasty in 919, it has been calculated 
that there were left only 83 crown lands in Franconia, 50 in 
Swabia, 21 in Bavaria, 12 in Thuringia, 5 in Saxony, and 5 in 
South Frieslands—in all, about 375 square miles (German) of 
farm lands once subject to the intelligent management laid down 
in the capitulary de villis.© Of this heritage, the Franconian 
estates were the richest and most compact, for the 83 portions 
of the once great imperial fisc of Charlemagne in this part of 
Germany represented 20} square miles (German). The bishops 
in this rich Rhineland region had pretty largely succeeded in 
getting possession of the crown lands in the vicinity of their 


* Boretius, Capitularia regum Francorum, I, 288, sec. 7; 291, sec. 22. 

2‘. . . . possessiones videlicet ab avita vel paterna proprietate jure hereditario 
sibi derelictas, quas oportuit ab iniquis pervasoribus justa repetitione legitimo 
domino restitui.”—Annal. Fuld, anno 852; cf. Miihlbacher, Regesta, No. 1403; 
Dopsch, Wirtschaftsentwicklung der Karolingerzeit, I, 174. 

3s“, . . . rapinas ac depraedationes quas jam quasi pro lege multi tenent per 
consuetudinem”.—MGH, Leges, I, 472, art. 6. See also Bourgeois, Le capitulaire 
de Kiersey, p. 257, note 7. 

4 Regino, Chronicon, annis 885, 887, 906. 

5 For literature on Charlemagne’s management of the crown lands, see Gareis, 
Die Landgiiterordnung Kaiser Karls des Grossen, Berlin, 1895, being the best text of 
the capitulare de villis, with notes and commentary. It is evident that registers 
or rolls of receipts and expenditures were required by Charlemagne. Pirenne, 
Mélanges Julien Havet, p. 745. 

‘Inama Sternegg, Grundherrschaft, p. 26; Lamprecht, Deutschewirtschaftsleben, 
I, 718, note 1; Kerrl, Veber Reichsgut und Hausgut der deutschen Kénige des friiheren 
Mittelalters, Tiibingen, 1912. Some of these domains, however, were remnants 
only, and mere meierhife. 
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sees, by the end of the Carolingian period. But there were still 
many old royal pfalzen along the Rhine, of which Tribur, Coblenz, 
Boppart, Wesel, Oppenheim, and Hagenau were the most 
important." 

When the Saxon dukes became kings of Germany in 919, 
these scattered crown lands were united with their own ducal 
domains in Saxony, the whole forming the new fisc. After the 
extension of German rule to Italy in 962 by Otto I, these royal 
pfalzen extended from the Harz to the Apennines in a long, 
ragged line, the denser complexes being in Saxony and 
Franconia.2, The Saxon kings also further increased their 
revenues by taking the richer abbeys, whose land holdings were 
immense and which accordingly excited the cupidity of the 
baronage under their protection,’ and using a large portion of 
the revenues arising from them for secular purposes. Conrad II, 
the first king of the Salian house, even assimilated the lands of 
the royal abbeys with the lands of the fisc.4 In 1002, there were 
eighty-five ‘‘royal” abbeys carried on the ledgers of the kings. 
Partial compensation was made to the monasteries for this 
diversion of their funds to secular purposes by generous grants 
of toll and market rights to them. 

Some additions were made from time to time to the fisc by 
escheat, confiscation, or forfeiture,’ but the latter practices were 
not very effectual as a means of punishment of rebellious nobles, 
except in Franconia and other older parts of Germany where the 
manorial system was well established, population denser, and 
cultivation somewhat intensive. Along the eastern border, where 
land was cheap and agriculture cruder and extensive in its applica- 


* Wenck, Hessische Landesgesch., I, 35-36; Mabillon, De re diplomatica, lib. vi. 

? For the number and extent of these domains, see Waitz, Jahrb. Heinrich I, 
193. The Reichsgiiter in the Harz were originally Liudolfinger. For the fisc in 
Italy, see Darmstiidter, Das Reichsgut in der Lombardie und Piedmont (568-1250), 
and a review of same in Archivio Storico Lombardo, XXIII, fasc. 11 (1896). 

3 Nitzsch, Deutsche Gesch., I, 556-67; and my article in American Journal of 
Theology, XXII, 201-2. Especially p. 202, note 1. 

4See my article in American Journal of Theology, XXII, 225-26. 

5 Waitz, VIII, 252-55; Inama Sternegg, DWG, I, 283; II, 112-16. Fora 
temarkable instance see Wipo, Vita Chuonradi, chap. 25. 
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tion, confiscation or forfeiture did not penalize a culprit baron 
to any serious degree. In fact Otto III actually bought off 
rebellious vassals by gifts of land from the fisc.? 

But the Saxon kings had the thriftless way of not letting 
their left hands know what their right hands did. While they 
sometimes saved at the spiggot by living at the expense of their 
subjects and eked out the revenues of the crown lands with those 
of the royal abbeys, at the same time they recklessly squandered 
the royal domains in lavish gifts to the church, especially the 
bishops. Otto I is said to have given one-fifth of the crown 
revenues in Saxony to the archbishop of Magdeburg and other 
sees in Saxony; Otto II gave away seventy-one manors of the 
fisc in ten years. The disastrous defeat of this king in Italy in 
982 and his death the next year to be succeeded by his infant 
son Otto III was a turning-point in the history of the fisc. For 
then began a general spoliation of it by the bishops and the 
feudality which the empress-mother as regent was unable to 
stop... Henry II, most lavish of all the Saxon kings, endowed his 
pet bishopric in north Germany, Merseburg, with all the royal 
manors in Saxony and Thuringia which the Ottos had not dis- 
posed of already, and what was left of the fisc in Franconia he 
divided between the bishoprics of Wiirzburg and Bamberg.‘ 
The coronation of the kings always cost them dear in presents, 
in Rome more than at Aachen, and many of these donations were 
made at the expense of the fisc.s 

Thus the fisc was unequal to the drains made upon it and 
steadily decreased. With colossal shortsightedness the kings 
made no attempt to reserve for the crown certain portions in the 

* Lamprecht, DG, III, 93, 117-18; Inama Sternegg, II, 113, note 4; Schréder, 
Rechtsgesch., p. 531 (4th ed., 1902); Eggers, p. 102. 

a“ |. . regendo, indulgendo, largiendo et remunerando”’.—Annal. Qued, anno 
1000. 

3 Wattenbach, Deutschlandsgeschichtsquellen, U1, 75 (5th ed.). 

4 Thietmar, Chronicon, V, 39; VI, 43; Vita Henrici, I, chap. 3, in Migne, Pat. 
Lat., CXL, 115. 

5’ Waitz, VIII, 233-35, 236, notes 1-4. 

6 For these dissipations, in addition to Waitz, loc. cit., see Eggers, pp. 97-112; 
Gerdes, Gesch. d. deutschen Volkes, I, 447-51; Gengler, Beitrdge zur Bayerischen 
Gesch., IV, 81. 
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“colonial” lands east of the Elbe River,’ as the United States 
government reserved for its use enormous tracts of federal land 
in our Great West, but let the hungry bishops, abbots, and 
feudality engross the whole of it. Yet it was just there that, 
with a formative policy, the enlargement of the royal domain 
ought to have been provided for. The splendid expansion of the 
German people eastward was a wasted opportunity so far as the 
German crown was concerned. The kings had nothing to do 
with it and got nothing from it. The Saxon kings had no con- 
structive policy in the matter of economic administration; they 
formulated no laws like Charlemagne’s famous capitulary for 
management of the crown lands. A few fragmentary registers 
or surveys of some of the monasteries have been preserved, and 
that is all.? 

The same indifference and wastefulness also characterizes the 
history of German forest management under the last Carolingian 
and all the Saxon kings. Legally, all forest lands pertained to 
the fisc, and only the king could make appropriations therefrom 
to private persons or corporate foundations like bishoprics and 
monasteries. But the coil of private proprietorship had tended, 
even from late Merovingian times, more and more to be thrown 
around the forests. Bishops, abbots, nobles, sought to add land 
to land and to exploit the peasantry by forced labor. The 
monasteries in particular, which economically speaking were 
often huge ranches, coveted thousands of acres of forest for 
stockraising purposes. In Saxony after the Frankish conquest, 
in Wendish Hesse and the middle and upper Main valley, the 
real or suspected persistance of pagan practices in the depth of 
the forests was made a pretext for extending ecclesiastical control 
over them, and what the clergy did with some show of church 
authority, the feudality did by sheer usurpation.’ 

* The few crown lands in this region are discussed by Kurze, Gesch. der Sdch- 
sischen Pfalzgrafschaft, (Halle, 1886), pp. 24-31. See Lamprecht’s poignant words 
in DG, IV, 14. 

* Waitz, VIII, 223, 235-36; Eggers, p. 99; Fisher, Medieval Empire, I, 259. 

3See my articles: “The German Church and the Conversion of the Baltic 


Slavs,” American Journal of Theology, XX, and “East German Colonization,” 
Proceedings of the American Historical Association, 1915, pp. 125 f.; Von der Goltz, 
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Yet the forests of medieval Germany were so vast and the 
population so slight in comparison that it was centuries before 
private engrossing of the forests became a popular grievance. 
The period of the Ottos was one of lavish concession of forest 
privileges to the lay and clerical feudality.. Thietmar, bishop of 
Merseburg, gratefully records the gift by Otto II in 974 to bishop 
Giseler of the great forest between the Saale and the Mulde, 
which covered almost the whole of the two counties of Siusili 
and Plisni, in which the conquered Sorben were held down by six 
Burgwarde garrisoned with Saxon soldiery.? It was a princely 
gift. For two hundred years, the servile peasantry of the 
bishops of Merseburg were employed in clearing it. The place- 
names today in this region—Wolfeshain, Ammelshain, Lind- 
hart, Holzhausen, Fuchshain, etc——show where the sites of 
those ancient forest villages were located. 

Otto III and Henry II were even more lavish than their 
predecessors in gifts of forest tracts to the bishops, grants which 
carried with them the right not only to exploit the raw materials 
of the forest as timber, pitch pine, charcoal, etc., but also the 
power to establish markets on the edges of the forests or within 
them, to make roads through them and impose tolls thereon, and 
to tithe and to tax the villagers in them.’ 

The effect of these vast proprietary grants was to deprive the 
free German peasantry of their last place of asylum from manorial 
extortion, and, since hunting privileges went hand in hand with 
everything else, to take cheap meat out of their mouths by 
forbidding them to kill the game in the forests.4 By the end 


Landwirtschaft, I, 139; Roscher, Ackerbuu (11th ed., Stuttgart, 1885), sec. 191, 
note 1. It was Justus Moeser who first pointed out that Charlemagne inforested 
the forests in the bishopric of Osnabriick “cum collaudatione potentium istius 


” 


regionis.”” So also in England, Canute’s forest legislation was largely in the interest 
of the church, Roscher, sec. 193. 

* Gerdes, I, 340; Lamprecht, DWL, I, 473. 

* Hauck, Kirchengesch. Deutschlands (3d ed.), III, 97; Thietmar, Chronicon, 
III, 1. The grant has been preserved, DO, II, 90 (August 30, 974). 

3 Friedrichs, Burg und territorial Grafschaften (Bonn, 1907), pp. 15-10- 

4 Karl Roth, “Ueber die Entwicklung des Jagdrechtes in Deutschland”, Algem, 
Forst und Jagd Zeitung, Supplem. VII, (1869), 118-39; Begiebing, Die kéniglichen 
Pfalzen als Jagdhufenhalte der Salischer Kaiser, Bonn, 1904. 
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of the Saxon epoch (1024), things had gone so far that the kings 
practically required the consent of the proprietors of a region 
before declaring it under forest law." 

When the first Salian king, Conrad II, was elected in 1024, 
the dilapidation of the fisc had gone so far that only scattered 
remnants of the crown lands still pertained to the crown.? They 
were reduced to less than in the time of the last Carolingians.’ 
In the colonial lands along the east border, there was no imperial 
property at all. The Saxon kings had bestowed everything 
upon the new sees created in this region, or else upon the Billunger 
and Babenberger. It was absolutely necessary for the crown 
to husband its slender resources. 

The feudal policy of the first Salian monarch is exceedingly 
interesting to analyze and very valuable for understanding the 
nature and conditions of government in the Feudal Age. We 
are here concerned, however, with only one particular feature 
of that administration, namely, Conrad II’s management of the 
fisc. The reckless waste of the crown lands by his predecessors 
gave the king much anxiety, and he resolved upon a drastic 
policy of ‘‘revindication.” In 1027 at the diet of Regensburg, 
the emperor ordered a survey to be made of all the crown lands 
in Bavaria to the end of discovering what portions of them had 
been unlawfully or covertly appropriated. Whether this inquisi- 
tion was extended to other provinces is not certain, but it seems 
probable.4 For the diplomata of his reign discover considerable 
acquisitions or reacquisitions of the fisc in Swabia, Franconia, 
Saxony, Lorraine, and even in Italy.’ Because much of it was 
lost later, the number and amount of these reclamations is diffi- 
cult to trace. It would be interesting to know how much 


* Schrider, p. 521. 

2 Gerdes, I, 446-47. 

3 Eggers, p. 97. 

‘Voigt, Klosterpolitik Conrads, II, 7; Waitz, VIII, 244 and note 2; Richter 
and Kohl, III, 2, 285, note C; Inama Sternegg, DWG, II, 112, note 3; Bresslau, 
Konrad, Il, I, 214; Nitzch, Il, 22-24; Hauck, III, 544; Gerdes, II, 50-57. 
Schréder, p. 517, contends that the Nurnberger Salzbuch, edited by Kiistler, is a 
fragment of the Bavarian survey instituted by Conrad II. 

5 Bresslau, II, 359-65. 
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property Conrad II’s queen Gisela brought him as dowry, since 
special mention is made of the magnitude of her landed wealth. 

Conrad II’s great program for the revindication of the fisc 
was as statesmanlike as it was unpopular. For it aimed to 
recover for the crown the huge number of manors and huge 
tracts of forest land which logically appertained to the crown, 
but which had been appropriated without royal consent, and to 
put the administration of them in the hands of royal ministeriales, 
i.e., men of servile origin, technically trained in administrative 
practices, who had everything to gain by loyal service to the 
government.' As the result of Conrad II’s vigorous policy of 
redemption and conservation of the fisc, the material condition 
of the German monarchy when he died in 1039 was greater than 
it had ever been.? 

It is this emperor’s special claim to distinction that he per- 
ceived the economic side of the problem of government and 
intelligently labored for its solution. He was the first German 
king (and save for Henry IV and Lothar II) the only one who 
had a constructive fiscal program. 

The distinction between the private property of the sovereign 
and the fisc of the crown was first made by him in Italy,? when 
he went there to punish Pavia for revolt after the death of his 
predecessor, in the course of which undertaking the imperial 
castle in Pavia was destroyed. The Pavians pleaded that they 
were not guilty. “Whom have we offended ?” they said. ‘‘We 
served the late emperor with fidelity and honor until his death. 
Now that he is dead, how shall we be accused of having destroyed 
his castle?”? Conrad II’s reply to this typically medieval 
technicality of law is a notable one. ‘I know that you have not 
destroyed the palace of the king” he said, “‘since at the time it 
was destroyed there was no king. But if the king dies the 

t Bresslau, II, 364, 507-9. In addition to Waitz and Bresslau, already cited 
on Conrad II’s revindication of the fisc, see also Nitzsch, I, 22-24; Giesebrecht, 
Kaiserzeit, II, 709; Lamprecht, DG, III, 330; Gerdes, II, 50; Richter and Kohl, 
II, 2, 271, and notes; Fisher, I, pp. 217-18, 260. 

2 Bresslau, I, 6 f.; Steindorff, Heinrich III, I, 58; Hatisser, Gesch. d. rhein. 
Pfalz, I, 29 f. 

3 Inama Sternegg, II, 112; Waitz, VIII, 244, 388; Nitzsch, I, 20-23. 
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kingdom yet remains, just as a ship endures whose pilot has been 
lost. They were public buildings, not private.”* 

Contrad II’s economic policy was not one of mere retrench- 
ment, though he was saving in cost of administration to the point 
of parsimony. His was a sound and constructive policy. He 
also endeavored to increase the incomes from the royal domains 
by instituting improved methods of local administration of the 
crown lands. Perhaps taking a hint from the practice of the 
church which worked to consolidate its scattered holdings into 
more compact groups,? Conrad II likewise tried to do the same 
with the estates of the crown by trading remote and isolated 
tracts for others more conveniently located, or by selling them 
and purchasing new domains adjacent to possessions of the crown. 
This emperor, too, was far more rigorous than his Saxon pred- 
ecessors in enforcing escheats and forfeitures.’ 

The exaggerated piety of Henry III wasted again what his 
father had recovered and conserved of the fisc. The clergy were 
not slow to perceive that the young emperor’s weakness could be 
exploited. Accordingly, when the infant Henry IV became king 
of Germany in 1056, ‘‘what the palmer worm had left the locust 
had eaten; and that which the locust had left the cankerworm 
had consumed; and what the cankerworm spared the caterpillar 
had devoured.” Henry IIT endowed his favorite church at Goslar 
with one-ninth of all the revenues of the royal domains in 
the Harz.4 So reduced to penury was he at one time that he 
had to borrow 20 pounds of gold and 200 pounds of silver from 
the bishop of Worms, pledging a portion of the crown lands as 

*“Dicebant Papienses: Quem offendimis? Imperatori nostro fidem et honorem 
usque ad terminum vitae suae servavimus; quo defuncto cum nullum regem hab- 
eremus regis nostri domum destruxisse non jure accusabimur. E contrario rex: 
Scio inquit, quod domum regis vestri non destruxistis, cum eo tempore nullum 
haberetis; sed domum regalem scidisse, non valetis inficiari. Si rex periit, regnum 
remansit, sicut navis remanet cujus gubernator cadit. Aedes publicae fuerant, 
non privatae”.—Wipo, Vita Chuonradi,c.7. The distinction was not finally made 


and defined in law until the time of the Hohenstaufen, Waitz, VIII, 243, note 2, 
quoting Gerhoh of Reipersburg, De Aed. Dei, chap. 10. 


See my article in American Journal of Theology, XXII, 207-8. 
3 Bresslau, II, 366 f.; Waitz, VIII, 246-52, cite many examples. 
4 Waitz, VIII, 224, note 4. 
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security; on another occasion, he was compelled to pawn the 
crown itself. 

Like Louis the Pious before him, Henry III alternately was 
emotionally “pious” and recklessly lavish in gifts to the church, 
and again absurdly inflated when he considered the pretentious 
dignity and authority of his imperial position. In the latter 
mood, he was prone to furious acts of punishment, as when he 
forced Godfrey, the rebel duke of Lorraine, “to labor like a serf”’ 
in order grossly to humiliate him. In a word, Henry III’s 
fiscal policy, his inquisitions and his forfeitures, were as ill- 
considered as his father’s course had been wise and well ordered.’ 

During the long minority of Henry IV, the crown lands were 
appallingly wasted and stolen by the bishops and nobles. Force? 
and fraud went hand in hand.‘ The clergy were adepts in for- 
ging false charters of alleged donation. The greatest number of 
these spoliations were in Thuringia and Saxony, where the largest 
block of crown lands was located. The restitution of the fisc was 
the most pressing necessity of the crown when Henry IV attained 
his majority and recovered his freedom.’ 


* Ibid., p. 238. This is one of the earliest instances of mortgage-broking by the 
bishops. In the thirteenth century the practice was general among them. In the 
time of Otto IV and Conrad IV, who governed Germany for his father Frederick II, 
from 1237 to 1253 the fisc was recklessly mortgaged and dissipated by foreclosures. 
The whole subject has been treated by Kiister, Reichsgut zwischen 1273 und 1313, 
and Werminghoff, Die Verpfindungen der mittel- und niederrheinischen Reichstadte; 
Gierke, Untersuchungen, XLV. 

2? Nitzsch, IT, 51. 

3“. , . . heredes circumvenient vi praedia tollent, Bruno, de bello saxonico,” 
chap. 26; cf. chaps. 18 and 96; Ammal. Palad., SS. XVI, 70; Vogeler, Otto von 
Nordheim, pp. 41, 44-45; Schaumann, Gesch. des Niedersdchsischen Volkes, p. 190} 
Sudendorff, Reg., II, No. 17. 

4 Burkhardt of Halberstadt, Hezil of Hildesheim, Werner of Magdeburg, and 
Siegfried of Mainz were notorious for their spoliation of the fisc. Dedi, margrave 
of Lausitz, was the chief lay offender. 

5 Waitz, VIII, 429-31. The reader will hardly fail to see, in this history of the 
spoliation of the German crown lands in the Middle Ages and Henry IV’s attempt 
to recover them, a parallel with the history of federal lands in the United States. 
The vested interests of those days were represented by bishops, abbots, and the 
great feudal nobles. Times have changed, but men have not changed with time. 
American timber “barons,” coal “barons,” “oil kings,” “railroad kings,”’ water 
power and ranching “interests” have repeated the history of Germany in the 
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But the young king had larger and more constructive ideas 
of administration than merely salvaging his own. The Harz 
country, where a considerable block of the crown lands lay, and 
Saxony, where the forest rights of the crown were extensive, were 
among the most backward parts of Germany in an agricultural 
way. Henry IV resolved to make the lands of the fisc in these 
regions more productive and, to accomplish that end, sent down 
trusted ministeriales from Goslar to superintend the manage- 
ment of the Saxon and Thuringian crown lands.? Simultane- 
ously, he planned to recover those portions of the fisc which had 
been stolen or acquired by means of forged charters during his 
minority. 

Henry IV had his grandfather Conrad II’s passion for effi- 
ciency and economical administration. He is the sole medieval 
German king who systematically surrounded himself with a corps 
of royal ministeriales who were trained as farmers-general or 
intendants.s The management of the royal domains was put 
into the hands of this class, more intensive methods of exploita- 
tion introduced, and a larger proportion of produce exacted from 
every farm. At the same time, the king revived the almost 
obsolete right of the crown to unappropriated forest tracts, and 
began to inclose them; put his foot down upon further private 
inclosures; stopped the practice of forest donations either to 
corporations or to individuals; and made forest proprietors prove 
their titles. 

Of a piece with Henry IV’s forest policy is that dealing with 
streams, which closely touched the traditional fishery rights of 
Feudal Age, and like the barons of old seized, appropriated, wasted the resources of 


the government. Roosevelt’s conservation policy has its medieval prototype in that 
of Henry IV. 


* Gebhard, Handbuch, I, 310-12, 326. 

*Henry IV kept a flock of sheep at Goslar. Lamber of Hersfeld, Annales, 
p. 171 (ed. Holder-Egger). 

3 Lambert of Hersfeld, pp. 145, 148, 151, 154, 257; Amnal. Altah., 1072; Bruno, 
chaps. 14, 16, 31; cf. Waitz, IV, 111; VI, 292; Meyer von Knonau, Jahrb. Heinrich 
IV, Il, 153 f.; Inama Sternegg, II, 150; Roerhig, Die secularibus consiliariis 
Heinrici IV, Halle, 1866; Lamprecht, DG, III, 118-20. The index to Lambert’s 
Annales under the words familiares, auricularii, consiliarii, consultatores, etc., may 
be profitably searched for information on this head. 
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the Saxon people. The streams, too, were included within the 
new regulations, forbidden free use of, made ‘‘ban waters,” and 
subject to license fees with punishment for trespass." 

It is in his system of bureaucratic administration, which 
Henry IV planned to establish through the ministeriales of the 
crown, and in his fiscal policy that one sees the largest evidences 
of the Salian program. Until this time in medieval history, no 
administrative class of technically trained officials such as Henry’s 
ministeriales were, was to be found anywhere in feudal Europe. 
Henry IV was a pioneer monarch. Suggestions of this sort of a 
class are to be found in the missi dominici of Charlemagne and 
the pfalzgrafen of Otto I. But the method of paying these 
officials in landed incomes or endowments was disastrous, for it 
too closely identified them with the feudality. In many cases, 
they actually converted these stipendiary rights into hereditary 
benefices, as the evolution of the counts palatine into feudal 
nobles no whit different from dukes and margraves shows. 

A money economy, a Geldwirtschaft, was a condition precedent 
to the effective creation of such a body of officials. The output 
of the great Rammelsberg mines near Goslar fortunately pro- 
vided Henry IV with the one indispensable resource necessary 
for his administrative emancipation, for they supplied him with 
the bullion required for a government keyed upon a money 
economy instead of a Naturalwirtschaft.2 At the same time also, 
an auxiliary resource was available in the increasing develop- 

* The Sachsens piegel, II, 29, sec. 4, sharply protests against this practice; cf. 
Lamprecht, DG, IV, 239; V, 76. 

“The starting-point of the German law of fisheries was the principle that the 
right to fish belonged to every member of the folk, as regarded the greater streams 
and lakes, and to every mark-man as regarded the water-commons of the mark 
associations. .... When a “stream” regality had developed .... the rights 
of fishery in these, as “‘ban-waters,” also became a regality of the crown. The king 
could either exercise them himself or convey them to the territorial princes; in 
later times they were generally regarded as regalities of the territorial rulers, and in 
many cases were conveyed by them to manors, cloisters, communes, mills, etc., in 
return for rents or services..... As regards the water-commons of mark- 
associations, the right of free fishery was maintained much longer than free hunting, 


since the princes and manorial lords attributed much less value to fisheries than to 
the chase.”—Huebner, Germanic Private Law, sec. 40, 2, p. 286. 


2 Schulte, Deutsche Staats- und Rechtsgesch., sec. 80, 5. 
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ment of commerce and trade in Germany, signs of the awakening 
of which, at this time, are very interesting. 

Besides reparation and improved administration of the fisc, 
Henry IV may have designed to put the control of all the crown 
lands in the hands of a single minister, as Conrad II once con- 
templated putting the management of all the royal abbeys in 
the hands of Poppo of Stavelot.* Furthermore, there is ground 
to believe that Henry IV planned to establish a fixed capital for 
the German kingdom at Goslar. At least, it is not without 
significance that, in the historical sources of his reign, the word 
palatium is continually used to designate the royal court at 
Goslar (kéniglicher Hof), and the word curtis employed, instead, 
when the court is found elsewhere.? 

The result of Henry IV’s passion for administrative effi- 
ciency—and quite apart in origin from his conflict with the 
pope—was a widespread conspiracy of the clergy and feudality 
in north Germany, whose “vested interests” were jeopardized 
by the king’s policy. In this rebellion the Saxon and Thuringian 
peasantry also joined because they were deprived of their time- 
honored rights of cutting firewood and timber in the forests, of 
fishing freely in the forest streams, of hunting, of feeding their 
swine on the beechnuts and acorns there.’ 

In this disastrous rebellion, Henry 1V’s spiendid designs were 
destroyed. He was compelled to buy partisans by grants out 
of the crown lands to clergy, nobles, and ministeriales; and his 
enemies, when victorious, spoiled or seized the crown lands as they 
could. When the civil war ended in 1092, having lasted for 
seventeen years, his dream to establish a permanent capital at 
Goslar, to centralize the administration there, had gone to ruin 
like a broken cloud. The crown lands were reduced to shreds 
and patches. 

What was left, Henry IV tried again to salvage when peace 
came and to reorganize the management. Perhaps owing to 

* Thompson, American Journal of Theology, XXII, 227-28. 

2 Eggers, pp. 104-5. 


3 Lambert of Hersfeld, pp. 141, 146, 147, 148, 154, 270; Bruno, chap. 30, 42; 
Carmen de bello sax., I, ll. 42-46. 


4 Bruno, chaps. 25, 38, 39; Lambert of Hersfeld, pp. 201-2. 
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the fact that he had a French mother, the king had always 
manifested appreciation of the administrative methods of the 
kings of France. Indeed, his fiscal policy bears a remarkable 
analogy to that of Philip I of France.’ It is not without signif- 
icance that in 1105 when the German feudality again rebelled— 
a rebellion in which his own sons Conrad and Henry joined the 
enemy—throwing Germany once more into civil war, Henry IV 
wrote a long letter to the French king recounting his new trials 
and justifying his policy, a letter in which he emphasized the 
new spoliation of the crown lands.” 

An inquiry into the causes of this second rebellion throws 
light on the difficulty a medieval ruler had in maintaining a 
firm administration of the crown lands. The bane of every 
feudal government was the tendency for its lands, its offices, its 
revenues to become enfeoffed. Not the least of offenders in this 
particular were the king’s own sons. Rebellion of sons against 
fathers, because the latter resisted such tendency and refused to 
permit royal offices and crown lands to become perquisites of 
their children, is a chronic phenomenon of the Feudal Age. 

This had been Henry IV’s policy when the Saxon Rebellion 
and the conflict with the papacy was over. He determined that 
the crown lands which were left should be administered by the 
crown alone, for the benefit of the crown. It was the French 
practice. When his son, Prince Henry (afterward Henry V) 
was crowned as junior king at Aachen in 1099 (again the French 
practice of co-optation), it was especially provided in the act of 
settlement that all and every one of the crown lands were to be 
excepted from his son’s control during his father’s lifetime. This 
had been the grievance of his elder brother, Prince Conrad, 
before, and the motive which had led to his espousal of his 

« “Rex [Philip] autem videns dominium suum per insoltiam praedecessorum 
suorum esse diminutum et fere adnihilatum, cupiensque illud reaugere.—Bouquet, 
Chron. de Morigny, XI, 157-58; cf. ibid., p. 394: “pro augendo dominium suum.” 
For the whole subject, see Luchaire, Inst. Mon. de la France (2d ed.), I, 88-99; 
II, 246. 

2“Sic spoliatum et desolatum, nam et castella et patrimonia, et quicquid in 


regno conquisieram, eadem vi et arte sua extorserunt a me.”—Jafié, Mon. Bamb., 
V, 246. The whole letter is of great importance. It covers five pages. 
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father’s enemies in the second feudal rebellion. It was shortly 
to become the grievance of young Henry, too, who also soon 
rebelled against Henry IV." 

The revolt of Henry V was a repetition of the anarchy of the 
first civil war. The crown lands which Henry IV had labored so 
hard to rehabilitate were wasted, squandered, sacked, destroyed, 
until again nothing but scattered fragments remained.” 

The shrinkage of the royal domains partly accounts for Henry 
V’s desperate endeavor, in 1115, to acquire Saxony for the crown 
when Magnus Billung, the last of his house, died. But the 
Salian kings were too much hated in Saxony for him to accomplish 
the feat and the chagrined king had to let Lothar of Supplin- 
burg, who had married the daughter of the last Saxon duke, 
inherit the great fief of the north. Henry V was unable to 
escheat the fief on the ground that the male line of dukes in 
Saxony was extinguished, and for the first time in German history 
(indeed, there is but one other earlier instance, and that in 
Italy) the principle of female succession was admitted. 

Too late, Henry V realized that wise economy and intelligent 
management of the crown lands was the only royal road to power 
and prosperity. He had played with fire in siding with his father’s 
foes and was sorely burned. Henry V had not his father’s moral 
force but he inherited Henry IV’s administrative ability, and 
when compelled to it, revived and applied his predecessor’s fiscal 
policy. He energetically undertook the rehabilitation of the 
crown lands, and so efficient was his administration of them that 
he was credited with the intention of instituting a Domesday 
Survey in Germany after the manner of William the Conqueror 
in England.‘ 

1“, . . imperator minorem filium . . . . heredem regni constutuit; a quo ne et 
ipse abiret in viam fratris sui, jusjurandum accepit videlicet ne umquam se vel de 
regno vel de praediis patris, eo vivente, nisi forte ex consensu ipsius, intromitteret.” 
—Vita Heinrici, IV, chap. 7 (ad finem). 


. es chap. 5, SS. X, 75; cf. Chron. Petri Erford. anno 1105, and Gerdes, 
» 381. 


3 For details, see Meyer von Konau, Jahrb., VII, appendix 3; Waitz, VIII, 
399-400; Gerdes, II, 381. 


‘“Omnibus itaque bene compositis consilio soceri sui regis Anglorum totum 
regnum vectigale facere volens multum in se optimatum odium contraxit.”—Otto 
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But much of the lands of the fisc had been lost beyond recall. 
Even the ministeriales, in imitation of the nobles, began to build 
castles for themselves on the crown lands which they had seized, 
a step initial to their emergence later into the lower ranks of the 
nobility. Yet reduced as the crown lands had become by 1125, 
Henry V’s policy of rehabilitation must have been somewhat 
effective. At any rate, they were sufficiently extensive to excite 
the cupidity of the Hohenstaufen brothers when the emperor 
died, and they laid claim to the crown lands as the nephews and 
heirs of their uncle. 

This famous claim of Frederick and Conrad of Swabia is a 
landmark in both political and legal history. 

The Swabian brothers had set up the astonishing theory that as the heirs 
of Henry V they were entitled not only to his private property, but also to 
those lands which during his reign had been acquired for the empire. This 
would have given them for their own the whole of the countess Matilda’s 


possessions [Tuscan Italy], the city and fortress of Nuremburg and numerous 
other valuable holdings.? 


No better illustration of the essentially personal nature of 
government in the Middle Ages can be imagined than this 
incident, which so clearly shows how concrete men’s minds were, 
and how little the abstract idea of the state existed. Moreover, 
it exemplifies the difference between the medieval idea of personal 
law and the modern conception of territorial law. 


of Freising, Chron., anno 1124, p. 332 (ed. Hofmeister, 1912); cf. Ann. Rod. 
(1114), SS. XVI, 698; Ann. Pegav. (1115), ibid., p. 251; Ekkehard of Aura, 
(1125), SS. VI, 265; Waitz, VIII, 400, and note 2. It is to be remembered that 
Henry V was the husband of Matilda, daughter of Henry I of England, the youngest 
son of William the Conqueror; cf. Freeman, Norman Conquest, V, 185, note 4 (3d ed.,) 
on this rumor reported by Otto of Freising. The pearl of the imperial fisc then 
was Nuremburg, Begiebing, op. cit., 41. Most of the royal income, however, was 
derived from the bishoprics and “‘royal” abbeys. Mon. Welforum, chap. 16, p. 25 
(ed. Weiland). 

* Henne am Rhyn, Deutsche Kulturgesch.,1, 208. In the thirteenth century an 
imperial ministerialis, Werner of Bolland, owned seventeen castles, a widespread 
complex of manors, and claimed the homage (!) of 1,100 knights. He was a typical 
petty prince, Gislebert, Chron. Hanon., SS. XXI, 540 (1184); Lamprecht, DWL, 
I, 2, 1307, note 5; Kéllner, Gesch. der Herrschaft Kirchheim-Bolland. 


2E. Emerton, Mediaeval Europe, p. 277. 
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Just a century after Conrad II’s notable legal distinction 
between the private property of the emperor and the imperial 
fisc, Lothar II, Henry V’s successor, at the diet of Regensburg 
made an even more definite and explicit pronouncement to the 
same effect." 

Nevertheless, in spite of this definition, theory of law and 
actual fact failed to coincide. During the reign of Lothar II 
(1125-39), the crown lands were assimilated with his own 
Hausgut, and considerable portions of them seem to have passed 
to the Guelphs, whose leader was the emperor’s son-in-law, 
Henry the Proud. Indeed, one of the many grounds of feud 
between the Hohenstaufen and the Guelphs was just the attempt 
of the former when kings (Conrad III and Frederick I, Bar- 
barossa) to recover these ancient remnants of the fisc which Henry 
the Proud, like the Swabian brothers before, now seems to have 
regarded as part of his own (or his wife’s) family possessions.’ 

Although Conrad IIT failed to recover all the parts of the 
royal domain which the Guelphs witheld, it still would have been 
possible for the Hohenstaufen kings to build up a new royal 
domain out of their own Hausgut in Germany, if Frederick Bar- 


barossa had not been more interested in realizing prodigious 
aspirations beyond the Alps, instead of devoting himself to the 
extension and consolidation of the royal power in Germany. 
Frederick I sold or gave away the crown lands for an elusive and 
superficial domination in Italy, whereas, if he had devoted himself 
to the upbuilding and consolidation of the royal domains in 
Swabia, the county of Burgundy, the Rhenish Palatinate, and 


*“Rege apud Radisponam in conventu principum inquirente praedia judicio 
prosciptorum a rege, si juste forifactoribus abjudicata fuerint vel pro his quae regno 
attinent commutata, utrum cedant . . . . vel proprietati regis. Judicatum, potius 
regiminis subjacere ditioni quam regis proprietati.”—Amnal. S. Disibod., 1125, in 
MGH, SS. XVII, 23. Cf. Annal. Sax., 1127; ibid., VI, 765. 

? Bernhardi, Lothar II, p. 55. 


3 After the coronation of Conrad III, Henry the Proud reluctantly surrendered 
the regalia, “sed ad ea que ulterius inter eos tractanda erant dies ei .. . . pre- 
scribitur. . . . Mediatores ad hanc causam prenominati . . . . nichil profecerunt. 
Rex enim non aliter compositionem fieri voluit, nisi dux quedam de his quae a 
Lothario imperatore susceperat ac possederat, resignaret.”—Mon. Weljorum, chap. 
24, P. 32. 
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the Pleisner Land in the northeast,’ a substantial German 
monarchy might yet have been erected. A consolidated royal 
domain was essential in Germany, as in France, to substantial 
royal authority. 

Unfortunately the Hohenstaufen kings, like the Saxon and 
unlike the Salian, had no constructive economic policy. In 
war, diplomacy, politics, they were experts, but they had no 
sound grasp of public economy. Yet their economic resources 
were immense. They possessed whole blocks of crown land on 
the lower Rhine, in Saxony and Thuringia, extensive allodial and 
feudal holdings in Alsace and Swabia, besides a huge array of 
ecclesiastical avouweries. A system of fortresses bound all these 
territories together as in a net, the fortresses being garrisoned by 
armed ministeriales under the command of a local burgrave.? 

The translation of the chief seat of Hohenstaufen residence 
and activity to southern Italy and Sicily by Henry VI in 1190, 
and more still the double election of 1198 which created two 
emperors, was the culminating disaster for the fisc. In the furi- 
ous factional strife which followed, both Guelph and Ghibbeline 
bought partisans by largesses out of the crown lands, while the 
strong and ambitious everywhere laid their hands upon them 
when and where they could. 

Henry VI recalled the margraviate of Meissen. It is his only 
distinguished effort in behalf of the wasted substance of the 
crown. His brother Philip of Swabia auctioned off blocks of 
the royal domain in his abortive effort to buy partisans against 

* For a particular statement as to the location and extent of the Hohenstaufen 
lands, see Toesche, Heinrich VI, p. 20. There is record of a Degenhard of Hellen- 
stein as procurator per omnia regalia proedia Suevie between 1173 and 1178 (Niese, 
Die Verwaltung des Reichsgutes im 13 Jahrhundert, Innsbruck, 1905, pp. 22, 268), 
but by that time Frederick had spent a goodly part of his resources in Germany on 
his wars in Italy. The fragmentary inventory in Ann. Aquienses (Fontes, III, 
397 £.) may possibly be of Hohenstaufen time, though some writers attribute it to 
the reign of Henry IV, and Boehmer, Fontes, III, Vorrede, p. lix, thinks it of the 
thirteenth century. Consult Waitz, VIII, 231, note 1. 

2 Frey, op. cit., especially pp. 175, 220 f. 230, 285 f., 296 f., 205 f., which are sepa- 
rate appendixes dealing with the fisc in each region of Germany. 

3 Waitz, VIII, 243, and note 2. 
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his rival. The waste went on during the “reign” of Otto IV and 
the minority of Frederick II, who, half Italian in blood and wholly 
so in spirit, at last bartered away what was left of the crown 
lands of Germany to bishops, abbots, nobles, for the best price 
he could get for them. The regency of Conrad IV, who governed 
Germany for Frederick II between 1237 and 1253, saw the final 
pillage of the fisc.? 

In this way, the fisc was almost utterly dissipated. The 
last remnants of it were swept away during the interregnum.’ 

Lamprecht has written this epilogue upon the fate of the 
crown lands in the last days of the Hohenstaufen. 


In area it was about equivalent to three-quarters of the margraviate of 
Brandenburg. It lay scattered in the region around the confluence of the 
Main with the Rhine, between the Neckar and the Danube, and between the 
Danube and the Lech. To this we may add the landgraviate of Lower 
Alsace, portions of the Upper Palatinate and the Saxon Vogtland, together 
with the Burggrafschaft of Altenburg. Pitiable fragments were they of 
the old property in the motherland. In the colonial lands there was as 
good as no crown land. And yet it was just there that with determined 
effort a new territorial basis of the imperial power might have been found, 
as the achievements of a later time show.‘ 


James WESTFALL THOMPSON 
UNIVERSITY OF CHICAGO 


* Abel, Philipp von Schwaben, p. 320, and with it compare Philip’s wailing 
letter to Innocent III in MGH, Leges, II, 210, and Ann. Marbac., p. 168. 

?See the extracts from the sources cited by Huillard-Bréholles, Introd. @ 
Vhistoire diplom. de V empereur Fréderic II, p. ccxii, note. Raumer, Gesch. der Hohen- 
staufen, IIT, 274, 410; IV, 124, 191, 339; V, 65, 362, 377, 383. 

3 The Sententia de non alienandis principatibus of 1216 (Leges, II, 227) was too 
late and too impotent to arrest the process of dissipation. There are two excellent 
monographs upon the history of the decline and fall of the fisc: viz. Niese, op. cit., 
and Frey, Die Schicksale des kiniglichen Gutes in Deutschland, 1881. For, the period 
of the interregnum, see Kiister, Reichsgut zwischen 1273 und 1313. Toesche, op. 
cit., p. 481, pertinently says, “Das schutzlose Reichsgut war die nichste und beste 
Beute aller Angriffe.” 


4 Deutsche Gesch., IV, 14 (4th ed.). 





POLITICAL POLICIES AND THE INTERNATIONAL 
INVESTMENT MARKET 


Certain political policies of lending and borrowing states 
facilitate, and certain policies retard the international investment 
of capital. It will be convenient to consider these two aspects 
of the market separately, and then to appraise their net effects 
in terms of a perfect market. 


FACILITATION OF INVESTMENT BY LENDING STATES 


The most direct means by which a lending state may foster 
the export of capital is to loan to other governments some of the 
purchasing power which it has been able to acquire by borrowing 
or taxation. In time of war the wealthy states find it necessary 
to share the burden of their weaker allies, a practice which 
reached unprecedented dimensions during the War of 1914-18. 
The United States, Great Britain, and France furnished nearly 
twenty billions of dollars to the members of the Entente, and 
Germany extended credits aggregating two and a third billions 
of dollars to Austria-Hungary, Turkey, and Bulgaria.* 

In ordinary times capital movements from one government 
to another are comparatively unusual for the reason that private 
investors are usually willing to purchase government bonds and 
in this fashion to supply the official needs. Then, too, the 
political implications of a government loan are apt to be very 
grave, and are not lightly to be assumed. 

Loans do, however, occur during periods of reconstruction. 
An agreement was recently concluded at Geneva under the 
auspices of the League of Nations by which Great Britain, 
France, Italy, and Czecho-Slovakia loaned Austria $130,000,000 
for reconstruction purposes, of which $30,000,000 was to repay 
previous loans made by the states concerned. France as a quid 
pro quo exacted a promise from Austria that Austria would never 


* E. L. Bogart, Direct and Indirect Costs of the Great War, p. 267. 
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unite with Germany.’ At the Conference of Genoa the leading 
European powers made a conditional offer to advance the sum 
of £88,000,000 to Russia, but the Soviet authorities found them- 
selves unwilling to accept the stipulations and the offer was 
allowed to lapse.’ 

Sentimental considerations may play a part in the peace- 
time movements of capital. The proposal of the United States 
to loan $5,000,000 to the Liberian Republic seems to be actuated 
primarily by a feeling of obligation to assist that difficult experi- 
ment.’ 

Sometimes loans are made with the avowed purpose of 
strengthening the hold of the creditor on the debtor country. 
Having first placed Turkey under obligations to the Imperial 
government for timely diplomatic aid during the Balkan contro- 
versy, the German government did not hesitate to improve the 
opportunity by lending money to the Turkish administration in 
times of peace.‘ 

Aside from direct advances, governments may take it upon 
themselves to encourage private investments and to influence 
their direction. This is accomplished, in the first instance, by 
bringing to the attention of home capitalists the opportunities for 
foreign investment, and by urging the advantages which accrue 
from such investments. An American consular report, typical 
and picked almost at random, announced various enterprises 
and points the following moral: “The railways of Argentina, 
with the exception of a relatively small number of state lines, 
are British owned and operated. As a consequence practically 
all purchases of supplies are made in the British markets.” 

Government assistance has taken on a very much more 
tangible form in the United Kingdom. Under the provisions of 
the British Trade Facilities Act the government guarantees the 


* Living Age, November 25, 1922. 
Genoa dispatch to the Chicago Tribune, April 19, 1922. 
3 Compare Current History, November, 1922, p. 331: 


4 The Balkan situation is set forth in two articles by Stephen P. Duggan in the 
Political Science Quarterly, XX XIII, 95, 627. 


5 U.S. Commerce Reports, April 1, 1920. 
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principal and interest for approved financial enterprises overseas, 
and in the spring of 1922 over one hundred and fourteen millions 
of dollars were available for this purpose." 

With the probable connivance of the German government 
the Banca Commerciale Italiana, which was founded in 1894, 
gained control of the electrical, shipping, and other important 
industries of Northern Italy, although the amount of German 
capital actually involved was small. The government support 
was lent in this instance for the purpose of binding Italy to the 
Triple Alliance. A similar policy of penetration, intended not 
to secure an ally but to secure a vassal, was triumphantly 
carried through by the Italians as a preparation for the conquest 
of Tripoli. Branches of the Banca di Roma were established at 
Tripoli and Benghazi, and the natives were encouraged by special 
favors to rely upon the support of these institutions in every con- 
ceivable way. At the same time heavily subsidized steamship 
lines and parcel post services were extended throughout the area.? 

The German government happens to furnish another con- 
spicuous instance of the administration of private capital as a 
political weapon, in this case employing it during wartime for 
the purpose of hampering the enemy. German capital attempted 
to undersell all the producers of toluol and benzol in the United 
States, thus tending to secure a monopoly, and then to sell the 
output under contracts which bound the purchaser not to use 
or permit the use of the products for the manufacture of explo- 
sives intended for the Entente.’ 

Frequently the relation of government to the investment 
market takes the form of bringing pressure to bear to secure 
concessions. If the half of this tale were told and the authenti- 
cated instances in which direct pressure has been brought to 
bear for the purpose of securing privileges were related, it would 
require endless time and patience, for in Africa, Persia, China, 
Central America, and elsewhere the cases of diplomatic inter- 
vention and military coercion are, in the trite phrase, too 

* Genoa dispatches previously cited. 

* Conveniently summarized in H. A. Gibbons, World Politics, p. 237. 

3 Report of the Alien Property Custodian, p. 42. 
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numerous to mention. As a typical document may be exhibited 
the instructions from Mr. Balfour to Sir C. MacDonald dated 
at the British Foreign Office on the 13th of April, 1898, which 
read: 

Inform Yamen that, altho they have not followed our advice, we are 
anxious to maintain as far as possible, integrity of China, and will, therefore, 
not make any new territorial demands upon them. It is, however, abso- 
lutely necessary, if we are to pursue this policy, that they, on their side, 
should first immediately conclude negotiations . . . . to give some railway 
concessions. 

The United States brought pressure to bear on Colombia to 
forestall the granting of an oil concession to the Pearson Com- 
pany, a British concern, thus leaving Colombia little more than 
a choice of an American concessionaire.? 

The United States government worked out a system for 
bringing concession hunters to the attention of the Chinese 
government without committing itself either to the request or 
to the character of the individuals concerned, a policy which 
the government has usually adhered to. The diplomatic service 
transmits the names of all competitors to the Chinese Ministry 
of Foreign Affairs without comment. 

The pressure represented by the bald demands of the Balfour 
note to an established government may be brought to bear 
upon a new government which desires recognition. The Chinese 
Republic was no sooner set up in 1911 than it was confronted by 
proposals from Britain for a free hand in Tibet, and from both 
Japan and Russia for further rights in Manchuria, and it was 
saved from the necessity of acquiescing in these matters largely 
through the support of the United States. 

Diplomatic and military aid may be forthcoming, not merely 
to secure concessions from a weaker state, but in order to safe- 
guard investments. With the growth of financial and trading 
interests in Central America, accompanied by intensified rivalry 

* Accounts and Papers, CTX (1899), No. 21. “Correspondence Affecting Affairs 


of China.” Placed in its setting by T. W. Overlach, Foreign Financial Control 
in China, chap. ii. 


*See the discussion by Professor Latane, “Effects of the Panama Canal,” in 
the Annals, 1914, pp. 9 f. 
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for the development of that area, the United States has been led 
to adopt the policy of intervention for the purpose of forestalling 
possible intervention by a third party in the Caribbean region. 
The administration of customs in Haiti, San Domingo, and 
Nicaragua has been a logical application of this policy, which 
may be said to have received its first explicit recognition when 
the ‘Platt Amendment” to the Cuban constitution specified 
that Cuba “‘shall never enter into any treaty or other compact 
with any foreign power or powers which shall impair or tend to 
impair the independence of Cuba” and that “said Government 
shall not assume any publicdebt .... for ....which.... 
the ordinary revenues . . . . shall be inadequate.” The type of 
interference made customary under this arrangement is disclosed 
in the following communication from the United States Depart- 
ment of State to the United States legation in Cuba: 

Information received by the Department forecasts an attempt to 
renew a project of British capitalists to rush through Cuban Congress 
concessions for railroad from Neuvitas io Caibarien. You will earnestly 
urge upon the President the desirability of postponing final action on this 
bill sufficiently to allow the fullest investigation and consideration, emphasiz- 
ing the burden which it would impose on the Cuban Treasury in favor of 
capital which is neither American nor Cuban.*? 


The withholding of recognition may be employed as a lever, 
not simply to secure concessions, but to safeguard the interests 
previously established. The government of the United States 
has refused to recognize the present government of Mexico until 
the retroactive features of article 27 have been modified. All 
natural resource concessions granted since 1876 “are declared 
subject to revision, and the executive is authorized to declare 


992 


those null and void which seriously threaten the public interest. 

The intervention by a strong state in the affairs of a weaker 
state is usually in response to the complaint of investors that 
the rights of citizens are endangered by acts of disorder. These 
acts of disorder are often committed as a general protest against 


* U.S. Foreign Relations, 1913, p. 381. 
* This is the final paragraph of art. 27. The constitution is translated as 4 
supplement to the Amnals for May, 1917. 
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the high taxes made necessary in the debtor country to meet 
the interest and principal payments on foreign borrowings, and 
it not infrequently happens that the debtor government not 
only lacks the confidence of the people, but squanders the 
borrowed funds on projects which leave no permanent contribu- 
tion to the welfare of the country. The history of Britain in 
Egypt serves to illustrate the cycle. Said Pasha and Ismail 
Pasha found it easy to borrow from Europe, and when finally, 
in 1876, Ismail faced bankruptcy he was compelled to accept 
international control over Egyptian revenues. The British 
government secured its share of the Suez Canal stock during 
these negotiations, and half a dozen years later the British 
intervened to suppress a nationalist uprising against oppressive 
taxes and foreign domination.” 

The relation between the policies thus far suggested and the 
export of capital is direct and obvious, but in certain other 
instances the relation is indirect, the export of capital being 
produced incidentally. As the Central European governments 
have learned to their sorrow in the recent period of demoraliza- 
tion, the flight of capital may be produced by oppressive taxes. 

Government subsidies and investments may involve the 
transir of capital beyond state boundary lines. This was true 
when Japan subsidized its private steel companies, for it happened 
that the Penchihu concern, one of the five so assisted, has its 
main plants in Manchuria." 

The British government owns 40 per cent of the stock of the 
Royal Dutch-Shell Company, and 51 per cent of the Anglo- 
Persian Oil Company’s stock, two concerns which compete on an 
international scale with the Standard Oil Company, and operate 
at present in the Dutch East Indies, Roumania, Venezuela, 
Trinidad, Curacao, Egypt, Canada, United States (California), 
Mexico, British West Indies, French West Africa, South Africa, 
Algeria, Australia, British West Indies, Cuba, Cyprus, Ecuador, 
Turkey, Galicia, Italy, Madagascar, Morocco, New Guinea, 


* A compact summary is given in Gibbons, of. cit., pp. 90-91. 


*A. Berglund, “Iron and Steel Industry in Japan,” Journal of Political Economy, 
October, 1922. 
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Peru, Syria, Tunis, southeastern Russia, central Russia, and 
Sakhalin.’ 

Treaties which define the basis of loan protection with some 
degree of explicitness add an element of stability to the capital 
market. Prospective American loans to Honduras have been 
conditioned upon the acceptance by the borrower of the general 
provisions laid down in a convention with the United States 
government which provides that the United States may intervene 
as of right to suppress disorder.? 

Primarily for the purpose of encouraging trade there have 
been developed a series of arrangements which serve to encourage 
the movement of capital. Some of these devices are dual 
citizenship, which Germany found so useful in South America; 
extra-territoriality, which promotes the penetration of backward 
countries by European citizens; the pledge of national treatment, 
which gives to the citizens of one state the same status with 
reference to civil and property rights as the nationals of any 
country, including the pledging country. The United States 
has sought to remove any obstructions upon American enterprise 
competing in the world market, and has under the Edge Law 
specifically permitted a limited co-operation for the purpose of 
dealing in foreign securities. The British have four hundred 
such investment corporations in active operation. The British 
have aided in the restoration of normal relations by means of 
industrial assurance companies whose purpose is to minimize 
the risk of overseas commerce.’ Policies which are designed to 
promote cordial relations between lending and borrowing coun- 
tries, such as the pan-American movement initiated by Secretary 
of State James G. Blaine in the eighties, are not without their 
bearing upon the investment market. 


FACILITATION OF INVESTMENT BY BORROWING STATES 


Borrowing states may encourage the importation of capital. 
This is typically accomplished by the granting of concessions, 


* See the report prepared by Van H. Manning, Director of the U.S. Bureau of 
Mines (May, 1919), in the U.S. Congressional Record, 66th Congress, 1st Session 
(LVITII, Part 4), 3306-0. 

2 U.S. Foreign Relations, 1912, p. 587. 3 U.S. Commerce Reports, May 5, 1920. 
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although this is frequently supplemented by the exemption of 
property from taxation and by the maintenance of a vigorous 
policy of suppression which is designed to preserve an amenable 
labor force. The unhesitating use of force to quell labor distur- 
bances during the Diaz régime in Mexico furnished an added 
inducement to foreign investments in railway, mining, cattle- 
raising and plantation enterprises. 

The passage of high protective tariff may lead to the develop- 
ment of branch plants of foreign industries inside the tariff wall. 
After sixty years of protection in Canada a total of one hundred 
and thirty branch factories of the United States concerns had 
been established there.’ After the passage of the Austrian 
tariff law in 1906 the Central Committee for the Promotion of the 
Industrial Development of the Bohemian Erzegebirg District 
addressed a circular letter to all chambers of commerce setting 
forth the advantages of that area for the establishment of branch 
plants, and some enterprises were attracted? The German 
chemical industry established branches in Russia when Russia 
retaliated against German protectionism. 

On occasion a borrowing country may obtain free access to 
the lending market of another country by intimating through 
diplomatic channels that its political policy harmonizes with the 
wealthy state. The Franco-Russian alliance of 1894, by which 
the two powers pledged one another to mutual aid in case either 
was attacked by a European power on the European continent, 
was approved by Nicholas II not simply for the purpose of 
maintaining the European balance of power, but in order to 
secure French aid for Russian railroad construction. 

Involuntarily the importation of capital may be encouraged 
during a period of sharply depreciated currency following a 
period of inflation. Thus 
the great depreciation at present of the Austrian crown offers an unusual 
opportunity for the investment of American capital, both financially and 
industrially. Advantage is being taken of the situation by other countries. 
Reports indicate that the Italians have bought control of three of the largest 
* Edward Porritt, Sixty Years of Protection in Canada, p. 410. 

? Josef Grunzel, Economic Protectionism, p. 271. 
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steamship lines and four of the largest steel plants; that the State and 
southern railroads are about to be purchased by the French who have bought 
the Landers bank; that the Galician and Carpathian petroleum companies 
will be under the control of the British, while several of the largest banks in 
Vienna are attracting English, French and Italian capital. 


RETARDATION OF INVESTMENT BY CREDITOR STATES 


While in general the proposition holds that those states which 
produce a substantial surplus tend to encourage the export of 
capital, such a policy is by no means consistently adhered to. 
Certain domestic enterprisers are ready to conclude, as did the 
Belgian Federation des constructeurs that “the continual drain 
of our capital through the flotation of foreign loans weakens 
the productive forces of the country for the sake of augmenting 
the economic strength of our competitors.”? A professor of 
political economy at Nancy condemned the export of capital 
from France on the ground that ‘‘we behave like a manufacturer, 
who, having available capital, allows his competitors to make use 
of it, and lets his business run to s“2d for lack of funds.”’ In 
modern times this point of view has never attained sufficient 
importance to bring about the total prohibition of capital 
exports, though Holland attempted to accomplish it in 1720,‘ 
and the early French prohibitions were not finally done away 
with until 1823 when foreign government loans were first permit- 
ted on the Bourse.’ It is extremely doubtful whether such 
prohibitions, except in wartime, were ever very effective, since 
it is impossible to check the exodus of capital in the form of 
commodities. 

Although sweeping prohibitions fail, severe limitations may 
be placed on the stream of exportable capital by public sentiment. 

* U.S. Commerce Reports, December 9, 19109. 

2 Quoted by Max L. Gerard, “Les facteurs économiques de l’exportation des 
capitaux Belges,” Revue Economique Internationale, 10 (1913), II, 57. 

3 Cited by M. Guyot, Annals of the American Academy, No. 157, P- 37) 


November, 1916. See also the scurrilous work of Lysis, Contre l’Oligarchie financiére 
en France. 

4 Grunzel, op. cit., p. 260. 

s A review of French policy is given in E. Becque, L’Internationalisation des 
capitaux. 
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In 1911 an animated press campaign was carried on in France 
against the proposed Austrian loan, the contention being that 
such a loan would amount to giving aid to the enemy." 

Certain governments are able to hamper access to their 
capital markets through the formal control which they exercise 
over the technical means for the transfer of capital. The French 
government controls foreign investments in two ways: first, 
the Chambres syndicates of the Agents de change operate under a 
law authorizing them to exact certain conditions from proposed 
issues; second, they must inform the government of proposed 
issues and the government may refuse listing privileges at its 
option.? The government does not hesitate to use this power 
in diplomatic negetiation, and in 1909, when the Danish govern- 
ment intended to raise the import duties on French wines, the 
French Foreign Office threatened to withdraw the listing privilege 
on the Bourse to future Dutch bonds. In the same year the 
Krupps obtained an artillery contract from the Argentine govern- 
ment in competition with a French firm, whereupon the French 
government refused to allow the Argentine five per cent loan of 
that year to be offered in Frances Sweden and Norway were 
granted permission to quote their loans on condition that they 
lowered their duties. In 1914 the French government brought 
pressure to bear on Turkey by threatening to withdraw listing 
privileges unless certain contracts were awarded to French 
industry.‘ 

In Germany banks of issue were utilized in 1887 to prevent 
the exportation of capital to Russias The admission of any 
issue to a quotation was granted at the discretion of a commis- 
sion whose main purpose was to guard against swindling schemes, 
but which restricted foreign issues by charging discriminatory 
admission and stamp fees. 

Prior to the late war, a committee of the London Stock 
Exchange passed upon new issues in accordance with general rules 


* Grunzel, op. cit., p. 260. 

* Becque, op. cit., p. 112. 3 Ibid., p. 182. 

4U.S. Federal Trade Commission, Co-operation in American Export Trade, I, 75. 
5 Grunzel, op. cit., p. 261. 
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which made no distinction between foreign and domestic ven- 
tures. Some control has long been exercised by the government 
because of the custom of financiers ‘‘to seek the support of the 
Foreign Office when negotiating new loans.’* The Crisp loan 
of 1912 was one of the few attempts to proceed in the face of 
official opposition. The British government was officially 
behind the consortium which was negotiating with the new 
Chinese Republic, but C. Birch Crisp and Company, without 
the sanction of the Foreign Office, entered into a separate agree- 
ment to loan £10,000,000 to the Chinese on easier terms than 
the consortium. Only about forty per cent of the total amount 
could be raised in London under the circumstances, and the 
second instalment was never issued.? Like other governments 
the English government assumed the right to prevent the export 
of capital except by license, but these regulations have since 
been repealed. 

Some check upon the export of capital results when a govern- 
ment is slow to intervene in the affairs of debtor states. Among 
the so-called Liberals of the modern world there has undoubtedly 
been a tendency to divorce the government from the “dollar 
exporters,’ and when the Liberals capture the government they 
are less likely to cultivate, for a time at least, close relations with 
the international bankers than are the Conservatives. The Taft 
administration of 1912 worked hand in hand with the American 
group in the consortium, but President Wilson immediately 
after his inauguration withdrew diplomatic support, declaring 
that “the conditions of the loan seem to us to touch very nearly 
the administrative independence of China itself, and this admin- 
istration does not feel that it ought, even by implication, to be 
a.party to those conditions.” He feared the contingency of 
forcible intervention. In view of the subsequent development 
of the consortium policy, to be reviewed later, it is probable that 

*C. K. Hobson, The Export of Capital, p. xxiv. In March, 1922, the State 
Department of the United States requested American bankers to submit proposed 
public loans to the Department for consideration. See the comment of Professor 
Hyde in the American Journal of International Law, May, 1922, p. 253. 

2 W. W. Willoughby, Foreign Rights and Interests in China, p. 498. 

3 U.S. Foreign Relations, 1913, p. 170. 
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the President, in addition to his fears, objected to a consortium 
which included so few American banks. At this time the policy 
of the administration was to discourage any loan by an American 
to a Chinese government.* 

Now the international capital investment market is not 
strictly divided among states across whose boundaries all capital 
flows only in one direction, either in or out. The typical creditor 
state may have within its jurisdiction certain reserve areas and 
industries upon which the investors of other countries are not 
permitted to encroach, yet which would normally be exploited 
by the investing nationals of several states, and whose develop- 
ment may be retarded by the exclusive policy of the controlling 
state. Persia before 1919 furnished an example of the reserved 
area. In 1890 Russia, in order to frustrate the plans of the 
British and French, secured from the Persian government the 
exclusive right for twenty-one years to build railways in northern 
Persia. Russia did nothing herself to build these railroads and 
would permit no other state to advance the necessary capital to 
Persia. After the Anglo-Russian agreement of 1911 Persia was 
only able to secure money from Russia and Great Britain, and, 
although her natural resources were great and elsewhere in Asia 
the railroad mileage was quadrupling, Persia remained unde- 
veloped.? 

In all the world the most outstanding illustration of a reserved 
industry is petroleum, which has become, since the invention of 
the Diesel motor, the fluid stake of diplomacy for the control of 
which the Standard Oil and the Dutch Royal Shell (together 
with the Anglo-Persian) companies, with the active collaboration 
of various governments, are at grips. Great Britain has created 
a permanent government petroleum department among whose 
specified duties is the barring of foreigners and foreign nationals 
from owning or operating oil-producing properties in the British 
Crown colonies, and protectorates.2 The Dutch grant prospect- 

t Tbid., pp. 171 f. 


p * The story is set forth in some detail in M. W. Shuster, The Strangling of 
ersia. 


3 Canada has opened its territory to non-British exploitation by act of January 
29, 1920. U.S. Commerce Reports, March 9g, 1920. 
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ing licenses and concessions only to Dutch subjects, inhabitants of 
the Netherlands or Netherlands East Indies, and to companies 
incorporated under the Dutch laws either in the Netherlands or in 
the Netherlands East Indies, having in their board of directors a 
majority of Dutch subjects. The Japanese and Argentine govern- 
ments have withdrawn their domain from private ownership and 
development, and the French government has set up substantial 
barriers against the extension of foreign control. The French 
and English divided the Mesopotamian and Surian oil fields 
between their own nationals by the San Remo agreements of 
April 24 and December 23, 1920," thus bringing forth a vigorous 
series of protests from the U.S. State Department. The United 
States has hesitated to withdraw its petroleum lands from foreign 
exploitation partly for fear that by so doing the Mexican govern- 
ment would cite this as a precedent for the perpetuation of an 
aggressive and nationalistic policy.’ 

These various restrictions on oil represent the most important 
instance in which the agitation for the control of key industries 
has been taken seriously. The British Committee on Com- 
mercial and Industrial Policy after the war recommended that 
the “firms of companies in receipt of grants should be entirely 
British.” 


RETARDATION OF INVESTMENT BY DEBTOR STATES 


Unqualified opposition to foreign intercourse has practically 
disappeared from the face of the modern world, for the men of 
the steam age have refused to defer to the scruples of oriental or 
ethiopian civilizations. Modern opposition to the importation 
of capital generally takes the guise of prohibitions on the foreign 
ownership of essential industries. A Committee for the Protec- 
tion of National Industry in Spain urged that, in addition to 


*For the text of the two agreements, see Current History, January, 1922, 
Pp. 653-56. 

? The oil situation is reviewed in the report of Van H. Manning previously 
cited and by M. Jean Lepoutre, “La lutte pour la suprématie du pétrole,” Revue 
Economique Internationale, 13 (1921), U1, 426 ff. 


3 “Final Report,” 1918, p. 32. 
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granting subsidies to shipbuilding and the metals trades, some 
limitations ought to be laid on foreign capital 

assuring that the great part, almost the total, of our mineral wealth shall 
remain in the hands of its (Spain’s) citizens and not continue to pass into 
the possession of foreigners or pseudo-citizens The evil is of such 
extraordinary gravity that not a day should be lost in remedying it and 
modifying our mining legislation in the manner indicated, with the object 
that true mining rights, by definitive titles or by their transfer by actos inter 
vivos, can be obtained only by Spanish companies, such as are defined by 
the laws for the protection of national industry." 


Backward states may delay exploitation by granting limited 
concessions, usually facilitated by the nationalization of enter- 
prises, or by playing one concessionaire against another. In 
Mexico 
the struggle between foreign groups of capitalists began when President 
Diaz, apprehensive of the domination of American capitalists, sought to 
counterbalance this influence by fostering other national interests. The 
nationalization of the great Mexican trunk lines, the construction of the 
Tehuantepec Railroad by a British syndicate, the granting of important oil 
concessions to Lord Cawdray and his associates were all intended to estab- 
lish and maintain a balance of power which would check the influence of 
the American group in government affairs. 


The government of Persia has seized its opportunity to break 
away from the yoke of Russia and Great Britain, and is today re- 
fusing concessions to the nationals of those countries hoping that 
her campaign to interest American investors will be successful. 

The history of international finance is strewn with repudia- 
tions by debtor states of their foreign obligations. The principal 
offenders at the present time are the unstable republics of the 
Caribbean, who are frequently pressed for lack of funds, and 
Soviet Russia, which is actuated by socio-economic reasons. 
It happens that nearly every debtor nation has a record of 
repudiation at one time or another, and it need not be overlooked 
that several of our own states repudiated their debts after the 
panic of 1837. 


* U.S. Commerce Reports, May 5, 1920. 


?L. S. Rowe, “Scope and Limits of our Obligations toward Mexico,” Annals, 
1917, Pp. 222. 
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NET EFFECTS OF POLITICAL POLICIES ON THE INTERNATIONAL 
INVESTMENT MARKET 

Each one of the general trends in the international capital 
investment market is influenced to some degree by the complex 
of political policies thus far considered. 

Possibly the broadest generalization about the movement of 
capital throughout the world is that it tends to flow from the 
industrialized to the non-industrialized areas. At one time the 
political policy of the undeveloped countries was the suppression 
of foreign economic intercourse, and it was not until the political 
power of the industrialized states was exerted against them that 
the world was open for investment. The net effect of these 
conflicting political forces has been, therefore, to break down the 
barriers against investment and to facilitate the international 
transfer of capital. 

When the foreign investments of particular states display 
a marked geographical specialization, there is ground for the 
presumption that political policies may be operating in some 
restrictive fashion. In the natural course of events one would 
suppose that lenders would tend to supply the capital needs of 
their neighbors, as did the United States before the world-war, 
when a third of its foreign investments were placed in Canada 
and nearly a half in Mexico. When, however, the borrowing 
state has a weak government and its capital needs are largely 
supplied by one nation, there is prima facie evidence that the 
lending state is attempting to secure political control, which 
would probably imply discriminations in favor of its own 
nationals, or at least that the lending state has already secured 
concessions which prejudice the competitive position of the 
nationals of other states. The course of Italy in Tripoli illustrates 
the former, and the history of Russia in Persia illustrates the 
latter contingency. When the borrower possesses a vigorous 
government there is no particular danger of political complica- 
tions even though the borrower should secure three-fourths of 
its foreign credit from one state, as the United States did from 
Great Britain in the days before the world-war. 

In the sense that political policies are responsible for war, 
the movement of capital from wealthy allies to poorer ones, 
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from neutrals to belligerents, and from unharmed to devastated 
regions may be laid to politics. 

Aside from war emergencies, political policies do not signifi- 
cantly influence the preferences which the investors of various 
states display with reference to classes of securities. The 
investors of some states, of which Great Britain is a notable 
example, have been interested primarily in government bonds 
and gilt-edged industrial securities. French investors are very 
conservative with reference to industrials, preferring land 
mortgages, but they reveal an astonishing capacity for absorbing 
unsafe government bonds, having been heavily involved in Rus- 
sian and Turkish securities before the war. Until the recent 
upheavals, the United States has concerned itself with supplying 
entrepreneur capital to established American enterprises with an 
international scope, such as the United Fruit Company, the 
Standard Oil Company, the International Harvester Company, 
and the Singer Sewing Machine Company. 

As far as the volume of capital crossing state lines is concerned, 
the observation holds good that, over a period of years, political 
policies have not been of particular importance. Over short 
periods of time, however, it is true that certain areas like Persia, 
which are beyond the current capacity of the investors of one 
state to develop, may be reserved, and that such industries as 
oil may be closed to foreign investors. In the former case the 
national state may function as a combination in restraint of 
trade in credit, an agency employed by a more or less adventitious 
group of competitors in a market to further their private ends. 
In the latter case it is entirely possible that capital which would 
have been employed in domestic enterprises is diverted to inter- 
national enterprise, thus increasing the amount of capital in 
circulation across state lines. 


PROBLEMS OF THE INTERNATIONAL INVESTMENT 
MARKET 

Reserved areas in the international capital market tend to 

develop when any state intervenes to safeguard investments in 

undeveloped areas over which a weak government holds sway. 

The nationals of foreign states may loan money to unstable 
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governments; this necessitates the raising of taxes in the debtor 
states to meet principal and interest payments, a measure 
which may provoke disorder and give rise to a frantic demand 
from investors for intervention by the creditor state. 

There are some who would cope with this situation by support- 
ing the principle that all intervention for the collection of debts 
and the preservation of order shall be regarded as illegal! The 
traditional policy of the United States has been to refuse to take 
up such claims, and England has in general refused to deviate 
from this same practice as a policy, although she has repeatedly 
declared her right to intervene. If intervention to collect 
contractual obligations were to be rendered effective, it would 
require a concert of states which would be willing to oppose the 
encroachments of any government, and even though such a 
policy were practicable it would, by discouraging investors and 
removing the fear motive as a spur to the adoption of machine 
technology by the backward nation, delay the exploitation of 
the resources to which the entire world has a just claim. 

The Drago Doctrine developed by a South American publicist 
during his time in the Brazilian Department of State, asserts the 
illegality of intervention, and the Hague convention of 1907 
amounted to a recognition of this policy, for it specified that all 
contractual disputes were thereafter to be submitted to arbi- 
tration. Professor Hershey has defended the wisdom of this 
agreement on the ground that arbitrations have shown that 
debt claims are liable to extreme exaggeration, as borne out 
by the fact that arbitrations have frequently clipped them to 
as low as three-seventeenths of 1 per cent of the alleged 
value.? Under such a principle of international law if the claim 
against a government is found to be valid and the repudiating 
party refuses to make good, the question arises as to whether the 
states of the world could afford to permit the intervention by a 
single creditor state, a course which would give to one state the 
political and other advantages arising from the administration 
of the finances of the debtor state. 


* See especially Hiram Bingham, The Monroe Doctrine; an Obsolete Shibboleth. 
* Proceedings of the American Society of International Law, I, 127. 
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Clearly the interest of other states are too great to render 
such a procedure practicable, and it therefore seems that some 
form of joint international action, in short, a consortium policy, 
ought to be adopted from the outset for the purpose of dealing 
with backward countries. It was the strong likelihood that Chi- 
nese bankruptcy after the revolution of 1911 would require foreign 
financial control that led to the first consortium, since the lending 
powers were not willing to stand idly by and allow any one of their 
number to intervene. Under the consortium it becomes theoreti- 
cally possible to decide whether or not a borrowing government 
is sufficiently representative of the people to justify support, 
and to establish definite provisions requiring that the loan be 
used for development projects of general social benefit. 

The danger implicit in the consortium policy is that the 
lending governments may for the sake of order support a govern- 
ment which does not possess the confidence of the people in 
sufficient degree to enlist their loyal co-operation, and that the 
consortium may create a sellers’ monopoly of credit and exact such 
high rates of return and demand the pledging of such revenues 
as to endanger the administrative integrity of the borrower. 

While it must be admitted that the interests of the people 
of a backward country can never be completely safeguarded 
until they have mastered the technique of modern industry and 
modern diplomacy, it is possible to minimize the possible abuses 
of a consortium. 

In the first place, there must be no limitations on the scope 
of a consortium on behalf of any one of the member powers. 
When negotiations were under way for the present Four Power 
consortium in China, the government of Japan insisted that 
Manchuria must be excluded from its sphere of operation, and 
the government of Japan was unwilling to withdraw its objection, 
in spite of the united protest of the United States, Great Britain, 
and France, until a compromise was negotiated by Mr. Lamont 
which reserved to Japan the South Manchurian Railway, together 
with its branches and mines, the Kirin-Huining, Chengchiatun- 
Taonanfy, and certain other railways. 


* Details of the consortium are given in M. J. Bau, Foreign Relations of China, 
chaps. xxiv-xxv, and P. S. Reinsch, An American Diplomat in China, chap. xxv. 
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A further qualification to the consortium policy should be 
the provision of some means by which all states wishing to par- 
ticipate may do so as of right. The Four Power Chinese con- 
sortium provides that new members are to be admitted only by 
the unanimous consent of the old members. If many nations 
are represented it may be expected that the wider clash of 
interests will check the aggressiveness of the few, make for 
publicity of deliberations, and give the liberal sentiment of the 
world an opportunity for bringing pressure to bear on behalf of 
weak peoples. It might under such circumstances be possible 
to gain support for the proposition that the claim of the native 
peoples for a reasonable share, in the form of a rental, of the 
output of a concession industry should be universally recognized. 
Only a fixed proportion of such funds should be used for adminis- 
trative expenses, and the remainder should be applied to the 
improvement of technical education or to the expansion of pro- 
ductive enterprises. The educational proposal does not rest upon 
any assumption as to the inherent superiority of western civiliza- 
tion; it rests content with assuming its apparent inevitability. 

It is especially important that the borrowers should be 
represented in the consortium. Probably the only machinery 
which could be employed to generalize the consortium and to 
secure native participation is the League of Nations. The 
League has already been considered as a useful instrument in 
the loan market, the new Czecho-Slovak loan, advanced by 
Baring Brothers, containing the following clause: 

In the event that the government of Czecho-Slovakia does not fulfil 
its agreed obligations and in the event of the government and Baring Bros. 
and Co., Ltd., being unable to arrive at an arrangement mutually satis- 
factory, the Council of the League of Nations shall be empowered to make 
the best arrangements for the protection of the bondholders, provided that 
the previous consent of the majority of the value of bondholders, at a meeting 
as provided in the General Bond, shall be obtained before any arrangement 
is accepted or the intervention of the Council of the League of Nations is 
invited.* 

Another important consideration is that all banks within a 
lending nation have access to the consortium. In the United 

* See the Monthly Summary of the League of Nations, May, 1922. 
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States the Chinese consortium negotiations were carried on by 
eight great banking firms. The consortium provided that each 
participating power may at its own option increase the member 
banks in its group, provided that the member banks are owned 
by its nationals. Each government was pledged to support 
its own consortium group in case of competition for business 
within the scope of the consortium, thus giving to the consortium 
banks a definitely privileged position. 

It appears equitable, also, that disputes arising over the 
interpretation of the contract negotiated between the consortium 
and the borrowing state should be subject to automatic arbitra- 
tion before the International Court of Justice, and that in case 
joint financial and industrial administration becomes necessary, 
it should be accomplished as far as possible by an international- 
ized civil service. 

The importance of an adequate internationalized civil 
service has been strikingly revealed in the experience of the 
League of Nations with the Mandates system. Under the 
administration of the civil servants of the power exercising 
the ‘‘sacred trust,” notorious abuses have cropped out. In the 
island of Nauru the governments of New Zealand-Great Britain- 
Australia have virtually established a phosphate monopoly. 
The restrictive policy of the French and British in Mesopotamia 
and Syria has already been noted. In the islands of Samoa the 
Chinese are said to be working in practical slavery, and on an 
unjustiable pretext the Hottentots in former German Southwest 
Africa have been massacred.’ For the oversight of a mandated 
empire five times as large as France there exists at the present 
time a Mandates Commission of nine members with a staff 
composed of one director, one assistant, and two typists, and 
possessing purely inspectoral functions. 

With regard to such especially reserved enterprises as the 
oil industry, prolific sources of war and special privilege, the only 
solution is the working out of a régime which gives confidence to 
all nations that access to a fair share of the world’s store of raw 


‘John H. Harris, “Colonial Mandates,’’ Contemporary Review, November, 
1922. 
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materials is never to be denied. With reference to oil, for 
example, it is evident that 

(1) No state can feel secure without free access to a fuel 
supply, and 

(2) It is unfair for any state to wield extraordinary power 
to cut off consumption. 

Since there is no adequate social machinery for the inter- 
national administration of these raw materials, the cost of the 
scramble for exclusive sources of supply may be regarded a 
form of social insurance. 

On the basis of the present inquiry it appears that certain 
political policies exert an influence which, over short periods of 
time, both restricts and unsettles the most economic exploitation 
of the world’s resources. It is fatuous to bemoan the fact that 
“politics interferes with business” and demand the “‘emancipa- 
tion of business from politics,” for when maladjustments in a 
social situation are due to a particular balance of forces, political 
or economic, the only recourse is to work for a more adequate 
adjustment of these forces, not for their abolition. 


Haroitp D. LASSWELL 
UNIVERSITY OF CHICAGO 





SCIENTIFIC METHOD IN CONSTRUCTING PSYCHO- 
LOGICAL TESTS FOR BUSINESS 


The distinctive characteristic of science is its method. This 
is as true of science in the service of industrial selection of workers 
as of science in the physics laboratory or science in weather 
prediction. The most important single fact about a psychological 
test is that its value has been scientifically determined. Stand- 
ardized psychological tests differ from ordinary employment 
methods not so much in their form and contents as in the process 
of scientific proof to which they have been subjected. ‘The tests 
may contain some of the same questions that a foreman asks his 
applicants. Or the test devices may look like meaningless 
puzzles or amusing parlor games. The question, however, is not 
which devices look as though they ought to work best. It is 
simply: What scientific evidence is there that this test does work ? 
The insistence is upon scientifically proved methods of selection, 
regardless of whether tests are in question, or some other pro- 
cedure. 

What, then, is the distinguishing feature of scientific methods 
of selection? Why do we speak of the foreman’s questions and 
the character reader’s devices as inferior to tests? What are 
scientific tests? How do they differ from common-sense 
employment methods, and pseudo-scientific procedures? What 
do we mean by scientific evidence of the value of a test? The 
answer in a word is this: In the one case, the selective devices 
are arrived at by the rigorous methods common to all science; 
in the other case, they are accepted on faith, tradition, or clever 
salesmanship. In the one case, procedure is based upon verified 
knowledge; in the other, it is based upon unverified belief. In 
the one case, we have carefully collected evidence; in the other, 
we have only unsystematized impressions. The method of veri- 
ication is the most important characteristic of science. It is, like- 
wise, the most important feature of scientific selection methods. 
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The scientific method used in establishing the value of employ- 
ment procedures is identical, regardless of the particular devices 
being studied. Any definite items of information utilized in the 
acceptance and rejection of applicants can be subjected to pre- 
cisely the same scientific check and evaluation as can tests. It 
is not a whit less scientific, for example, to utilize a knowledge of 
the applicant’s age, years of schooling, years of experience, and 
the like, than it is to use his scores on a series of psychological 
tests—provided the former items have been subjected to the same 
painstaking statistical check as have the latter. In other words, 
the technique for determining the value of psychological tests 
is equally significant for ascertaining the merits of any other 
definite way of “sizing up”’ applicants. 

To obtain the point of view of scientific research in employ- 
ment procedure is more important than to decide the pros and 
cons of particular tests or even of tests in general. If all the 
psychological tests in existence were destroyed tomorrow, there 
would remain the valuable influence they have exerted in the 
direction of increased application of scientific method in personnel 
practice. While, then, our discussion here will deal definitely 
with the scientific method of constructing and verifying psycho- 
logical tests, it should be clear as we proceed that the methods 
as such are of general applicability. 


THE TESTING OF PSYCHOLOGICAL TESTS 


Not all psychological tests are good. Some of them are 
worse than useless. The mere fact that tests are used in a given 
situation does not mean that results of demonstrated value are 
being achieved. Anyone can make a test, and anyone can use 
tests. The process is simplicity itself. One merely asks some 
questions, or brings together some puzzles, or instructs the per- 
son tested to perform some acts—acts that are foolish or sensible, 
depending upon the temperament and ingenuity of the test 
builder. But with the statement that it is easy to construct 
tests, and that it is easy to give tests, let us always link the even 
more significant statement that there are bad psychological tests 
as well as good psychological tests. 
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Constructing tests and constructing effective tests are not 
identical. Using tests on faith is a very different process from 
using tests on the basis of their demonstrated value. Here, pre- 
cisely, is the significance of the entire technique of test building 
and test standardization. The problem is in part the devising 
or choosing of tests that appear promising, but the decidedly 
more important part of the task consists of “testing the tests,” 
that is, of ascertaining just how well each test works. If it were 
possible to tell by looking at tests which ones would prove satis- 
factory, and which would not, there would obviously be ne need 
of careful methods for determining their relative merits. But 
experience has demonstrated that the description of a test reveals 
little concerning its value. The one safe method by which to 
judge the excellence of a test is to try it. A priori opinions 
regarding tests have been repeatedly contradicted by later results. 
So true is this, in fact, that scientific workers in the field fre- 
quently begin their search for a useful test by trying a rather 
large number of different tests in the confident expectation that 
many of those tried will prove unfit and be rejected. But these 
weak links cannot be detected and eliminated in advance. Re- 
course must be had to experiment. It is necessary to test the tests. 

It follows quite reasonably that if one is to form sound judg- 
ments about psychological tests, it is more important to under- 
stand the technique of evaluating tests than to be familiar with 
particular sorts of tests or to know what the tests are alleged to 
be measuring. The real question about a psychological test is: 
Does it work? That question implies that there is a definite 
purpose for which the test is desired, and that the success with 
which that purpose is satisfied is, in the final analysis, the only 
basis on which the value of the test can be estimated. Ordinarily, 
the purpose is clear—the test is to aid in selecting people with 
respect to their ability for some particular line of work or course 
of training. The excellence of the test in fulfilling that purpose 
is the thing to be determined. Does the test enable us to make 

. predictions as to people’s fitness for the job in an appreciably better, 
cheaper, or more expeditious manner than can be made without the 
lest? If it does, it is a successful test; if not, it is unsuccessful. 
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The most straightforward procedure for ascertaining the 
“success” of a test can be very briefly stated: The test is given 
to a number of individuals whose ability in the job is already 
known or can later be determined. If test scores agree sufficiently 
closely with the known ability of the persons tested, the test is 
satisfactory. It can then be used to predict the ability of 
unknown persons of the same general group as those upon whom 
it has been tried. Clearly, however, this bare statement needs 
a great deal of amplifying and qualification. Whether or not a 
test “works” is to be answered only after careful experimental 
investigation along the lines just indicated. Above all other 
considerations in the test field is to be emphasized the necessity 
for experiment, and more experiment. For, usually, it is only by 
the rigorous experimental testing of test results that we can 
distinguish good tests from poor tests. 

Before we proceed to discuss the actual steps in the construc- 
tion and standardizing of tests, it is to be noted that there are 
some few tests the value of which has already been definitely 
established through many experimental tryouts. Where an 
occupation is highly standardized, and uniform from one business 
establishment to another, it is often possible to infer that a test 
which operated successfully in the one will, without necessity 
of further proof, prove satisfactory in the other. Thus a test 
for typists, once it has been carefully prepared and verified in 
several companies, may be widely adopted by other companies, 
provided reasonable precautions are observed in administering 
the test and interpreting the scores. 

There are comparatively few of these ready-to-use tests avail- 
able, however. Even with fool-proof intelligence tests, and tests 
of trade proficiency, the purposes for which the tests are used and 
the conditions of their administration are likely to differ so 
markedly from plant to plant that experimental tryouts are indis- 
pensable. It has been found, for example, that the level of men- 
tal alertness of office boys and clerks in one office may require 
the use of very different standards from those in use in some 
other office. It has been found that tests which were successfully 
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used in selecting shell and cartridge inspectors were almost worth- 
less in selecting workers for the allied occupation of gauging shells. 
It has been found that intelligence tests which proved worthless 
when used with certain groups of factory workers were decidedly 
valuable in another factory. Trade tests which gave good results 
in the army have failed to work in certain industrial situations. 
All such results that are available point to the same conclusion. 
The same test will give the same results only in case the conditions 
and purpose governing its use are closely similar. And it is 
usually impossible to know that the situations are sufficiently 
similar except by trying out the test anew to see whether it does 
give useful results. 

The fact remains, nevertheless, that some few tests for cer- 
tain widely standardized occupations have been tried in so many 
places and under so many different conditions that it is now pos- 
sible to use them as generally applicable tests for those occupa- 
tions. This is true, for example, of occupations such as typist 
and stenographer, and a number of the manual trades. It is also 
true of a wide variety of unstandardized occupations where “ gen- 
eral intelligence”’ or mental alertness and abstract thinking abil- 


ity are important requirements. Thus general intelligence tests 
have been used to indicate the alertness of clerical workers, sales- 
men, office boys, and so on, just as they were used for testing men 
in the army, and are used for testing children in the schools. 
Wherever these standardized tests are put into ee use 


without special tryout, however, it is a wise policy to ke¢p careful 
records of results, and to check back, as soon as this cari conven- 
iently be done, to ascertain precisely how valuable the results 
are im this new situation. 

We have emphasized that these ready-made tests are fre- 
quently exceedingly valuable. But they are just as valuable 
as experiment has shown them to be, and not more so. ‘To judge 
of that value, it is essential that one know the technique of test 
construction and tryout. In the case of home-made tests, it is 
more important. The administrative use of tests is justified 
only after adequate experimental proof has been obtained that 
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in this particular situation and with these particular tests, suc- 
cessful results are attainable. To the steps in the making and 
standardizing of tests, we accordingly turn our attention. 


FUNDAMENTALS OF TEST CONSTRUCTION AND 
STANDARDIZATION 


1. Know the requirements of the job. Some knowledge of the 
work for which people are to be selected is essential. If one is 
to devise a test for drill press operators, or typesetters, or shipping 
clerks, he needs to know with considerable intimacy what is done 
by individuals in each of these occupations. The tests which are 
to be experimented with can be chosen only on the basis of some 
more or less plausible relationship between particular tests and 
the sort of duties performed in the job to be filled. 

2. Choose or devise tests to be tried out. After the test techni- 
cian has become sufficiently acquainted with the work for which 
men are to be selected, his next task is to decide upon tests that 
appear to be promising for the specific purpose at hand. Fre- 
quently there are tests already available which have been used 
elsewhere for similar occupations or which appear for some other 
reason to be promising candidates for election as successful tests. 
At other times, the psychologist finds no tests already in use which 
are quite the sort he desires, and in that case he may devise new 
ones. In this matter of choosing and devising tests, we can 
readily appreciate the importance both of a wide knowledge of 
tests and test results, and of ingenuity in planning new devices 
or variations of old ones. As was earlier mentioned, the expert 
in seeking tests for a job is usually not able with any assurance 
to state in advance which test, or even which kind of test, will 
prove successful, though this is not true of certain of the occupa- 
tions where tests have been widely standardized. The typical 
procedure, accordingly, is to begin the experiment with a number 
of tests. Some will early be eliminated; others are likely to give 
results sufficiently valuable to justify their retention and use. 
Clearly the expense and the success or failure of building tests 
depends largely upon the wise initial selection of tests to be tried. 
The office manager who tried out as a test for bookkeepers prob- 
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lems in extracting cube root and solving algebraic equations was 
pretty definitely foredoomed to failure. Even clever guesses as 
to good tests, however, are worthless unless combined with a 
thoroughgoing experimental and statistical check to prove the 
wisdom of the choice. 

3. Obtain the scores made on the selected tests by individuals 
whose ability in the job is ascertainable. Once the tests to be 
tried are decided upon, the way to find whether they “work” 
is to try them out and “‘see what happens.” The way in which 
the tests are administered and all other conditions affecting 
test results must duplicate as nearly as possible the conditions 
under which it is proposed to use the tests. Hence, typically, 
the best procedure is to try the tests on all the applicants who 
are considered for the given job, just as they would be used in 
regular employment procedure. A less desirable method, but 
the one which for practical réasons is most used, is to try the vests 
on workers already employed in the occupation. The important 
thing is to have the conditions of the tryout and the kind of 
people who are tested, as similar as possible to the conditions and 
people that will be involved in the final use of the tests. The 
number of persons for the experimental tryout must be sufficiently 
great to insure their being truly representative of the general 
run of applicants for that occupation, or of the general ryn of 
workers in the occupation, if the test is being tried out on men 
already employed. 

4. Obtain some measure of the ability on the job of the indi- 
viduals who were tested. In order to judge how well the ‘ests 
indicate the abilities of workers, it is necessary to secure definite 
information as to the amount of ability possessed at the given 
kind of work by each of these men. There are two principal 
sources of this information which is to constitute the criterion 
against which test scores will be checked. In the first place, 
production records are available for many lines of work, which 
show the exact output of each individual worker. These may 
frequently be used directly as the measure of individual efficiency 
on the job. For very many occupations, however, individual 
production records are not obtainable, or are not an adequate 
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measure of competence. In these instances, a second sort of 
criterion is used, namely, estimates of the worker’s ability at 
his job by the executive under whom he works. These personal 
opinions have many shortcomings and grave inaccuracies, but 
when properly safeguarded, and obtained from several executives 
independently, they prove at least tolerably satisfactory. 

Another criterion of an entirely different kind is sometimes 
added to production records and ratings by superior executives. 
It is the record of the length of time the individual employees 
remain on the job. Clearly, it is important to ascertain whether 
men with high or low test scores show a higher rate of turnover 
than do those with less high or low scores. This criterion is 
almost always to be used in conjunction with the measure of 
ability supplied in supervisors’ ratings or production records. 

5. Determine the agreement existing between test scores and 
ability on the job. The two preceding steps are significant only 
as they are utilized for purposes of careful statistical comparison. 
The logic of the situation is simple. If the men with high test 
scores prove to be the men with high production records or 
supervisors’ ratings, and the men with low test scores prove 
to be the workers who fail to make good, then to the degree that 
this agreement holds true, the test is successful. The inference 
is, of course, that if the test shows successfully the ability of the 
individuals in the group upon whom it is used experimentally, 
it will be similarly useful in predicting the ability of any unknown 
applicant. The usual statistical method for ascertaining the 
closeness of the relationship is called “correlation,” and the 
numerical index of the relationship is a “correlation coefficient.” 
If there is considerable agreement, the correlation coefficient is 
high; if very little agreement, the correlation coefficient is low. 
The excellence of a particular test may, then, roughly be said 
to be indicated by the size of the correlation. In everyday 
language, this is nothing more than the statement that the value 
of a test is shown by seeing how well it picks out good workers 
and poor workers. Often it is possible to make such comparisons 
more effectively by simple statements such as: Of all workers 
scoring below 138 on this test, 92 per cent failed to make good 
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on the job, while above that score only 20 per cent failed at the 
work. 

Correlation coefficients and percentage comparisons do not 
automatically tell whether the test is a good one to use. That 
decision must depend upon other facts as well, one of which is 
the degree of success of alternative methods of selection for this 
job. If, for example, the years of schooling of the applicants 
show the same relationship to their ability at the work as do the 
test scores, it may not be worth while using the tests. It will 
not be worth while, that is, unless the tests and years of schooling 
combined work appreciably better as a basis for prediction than 
does the amount of schooling taken alone. 

6. Set test standards for the acceptance, rejection, or classification 
of applicants. If some of the tests tried out experimentally 
give sufficiently good results to warrant their further use. it is 
then necessary to set standards or “critical scores.” For 
example, a score is specified at such a point that applicants 
scoring below this are not accepted for the job unless they have 
special compensating qualifications; or a score may be set at a 
point where it is possible to say that applicants scoring above 
this are to be given specially favorable consideration for employ- 
ment; or several ranges of scores may be indicated which will 
divide candidates into classes according to their ability. All 
these standards are set on the basis of the scores actually made 
by individuals of known ability. 

The foregoing account of the successive steps in scientific 
test building needs to be greatly expanded. We turn, accord- 
ingly, to a more detailed discussion of the methods used in each 
of the six steps. 


JOB ANALYSIS AND TEST CONSTRUCTION 


The necessity for knowing something about the job for 
which tests are to be found is self-evident. But how is this 
information to be gotten by the test psychologist ? How detailed 
must the knowledge be? Can the information be gotten second 
hand or must the tester himself observe the work, or must he 
even undertake to learn the operations himself in order to have 
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the “feel” of the task? Is knowledge concerning the job more 
useful for test purposes if it is systematized and formulated, or 
are general impressions and hunches usually satisfactory? We 
shall try to throw some light on these questions, though a 
complete answer is not possible. Some experts emphasize the 
importance of careful detailed analysis of the job before test 
construction is undertaken, with an attempt systematically to 
describe the elementary psycho-physical requirements of the 
work; others advocate only a rough acquaintance with the nature 
of the work, such as can be obtained by relatively short periods 
of casual observation. Despite these differences of opinion, 
however, we cannot lose sight of the fact that all agree as to the 
necessity of some familiarity with the work for which tests are 
to be built. 

The insistence upon rather detailed and systematized descrip- 
tions of job requirements as a preliminary to psychological 
testing has been markedly affected by the use of such job descrip- 
tions for other purposes. Job analysis as a generally useful 
method in personnel work has been greatly emphasized in recent 
years. And among the long lists of purposes which the detailed 
analyses are said to subserve is frequently included the statement 
that they constitute a basis for the development of tests. With- 
out attempting to enter into a discussion of the nature and useful- 
ness of job analysis in general, we would point out merely that 
these studies of jobs rarely contain the sort of information that 
is likely to aid the test psychologist. After all, a job analysis 
includes those things which the analyzer by training and interest 
is prepared to describe. Typically, his purpose is not to find 
information of value for test construction and hence the ordinary 
analysis contains little material which the industrial psychologist 
would find of value for test purposes. 

But is it possible and desirable to have special job analyses 
made which will methodically gather exact information about 
the job specifically for purposes of test building? As an ideal, 
this appears entirely praiseworthy. Nothing would be so satis- 
factory as to have a psychologist make a careful inventory of 
the elementary psycho-physical requirements of a job and then 
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apply certain of his tests to measure each of the required abilities. 
Perhaps some day we shall use this method. While up to the 
present time only a few attempts of the sort have been recorded, 
it is nevertheless possible to point to the kind of information 
that would be sought in the special analysis of a job for test 
building purposes. It would include a detailed study of sensory 
capacities required, muscular co-ordinations and dexterity, 
strength of various body parts, emotional and temperarnental 
characteristics, physical attributes, special intellectual aptitudes, 
etc. Each of these classes includes an immense number of sub- 
divisions. Detailed analyses of this sort are not a generally 
practicable method at the present time because of the great 
difficulty in ascertaining the qualities required and the equally 
formidable task of finding tests to get at these elementary 
abilities. Perhaps the most elaborate effort in this direction has 
been the analysis of the abilities required of a musician, w:th an 
attempt to find tests for these abilities. While some measure of 
success has been attained, it is important to note that the task 
has engaged the time of a group of research scientists over a 
period of years. Nevertheless, attempts such as this do point 
the way to possible future developments. 

We must distinguish between a complete systematized analy- 
sis of the qualifications for a job and the detection of a few 
outstanding requirements. While elaborate studies of the kind 
just mentioned are at present not practicable in industry, it is 
possible to analyze out a few of the abilities that are clearly 
needed. It is useful, for example, to recognize that a railroad 
engineer must have normal ability to see colors, or that factory 
workers in a particular job must have a certain strength of hand 
muscles or a certain speed of reaction. Simple specifications of 
abilities of this sort are not difficult to arrive at, and they do 
serve to suggest tests to be tried out. The special job analysis 
for test building purposes is similar but it would include a great 
many of the detailed items and would aim at making an exhaus- 
tive catalogue of the qualities required. 

We return to the original statement that the test psycholo- 
gist must, as a matter of course, have some knowledge of the job, 
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adding now the opinion that at the present time it does not appear 
practicable to obtain the information by thoroughgoing, analyti- 
cal studies, however desirable these analyses may be for other 
purposes, and however justifiable they are theoretically. The 
alternative is that the expert should have sufficient familiarity 
with the job to afford him a basis for making wise guesses as to the 
sorts of tests that will work. Usually this means having a fair 
general understanding of the work and an insight into the 
essential features that determine success of workers in this job. 
This knowledge of the job is best gotten in most cases by personal 
observation or even by performing the task. At times, doubtless, 
it is useful to set down methodically some outstanding require- 
ments of the work, though in most instances the necessity of even 
this is questionable. The emphasis we place upon informal 
familiarity with the work to be tested for and the “‘feel” of the 
job, as over against elaborate, long-worded descriptions, possibly 
seems a departure from scientific procedure. Further evidence 
in support of this common-sense approach, however, will appear 
in the ensuing discussion. Here we wish only to add the fact 
that in actual practice results have been obtained almost entirely 
by the non-analytic procedure. Even where investigators have 
made some effort to present careful analyses of the jobs, one 
usually comes away with the feeling that the analyses have about 
the same closeness of relationship to the actual test construction 
as the platform of a political party has to its subsequent activities. 
But this does not mean that a closer relationship would not be 
highly desirable. 


PRELIMINARY SELECTION OF TESTS 


The industrial psychologist is familiar with literally hundreds 
of different tests that have been used. In addition, he sees 
endless possibilities of new tests or modifications of old ones. 
When, now, he is confronted with the problem of deciding what 
particular tests to try experimentally as tests for a certain job, 
how is he to make the choice? As a matter of fact, he proceeds 
largely on wise guesses. The ingenuity and insight manifested 
at this point will determine in no small measure his ultimate 
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success in finding tests, the usefulness of which can be demon- 
strated. He may use either ready-made tests or he may feel that 
it is necessary to devise new ones. The decision as to what tests 
shall be tried out is based, of course, both upon the knowledge 
of the work for which tests are needed and upon a wide familiarity 
with tests of all sorts. The better equipped the test expert is in 
both directions, the better chance he has of “striking gold.” 
In our present state of knowledge, an intimate and informal 
“feel” of the job is likely to be more richly suggestive of premising 
selective devices than is a formal analysis. And similarly, a close 
first-hand knowledge of testing methods and materials and the 
results obtained from these is more valuable in bringing fruitful 
guesses than is the attempt to use this test because it is called 
a test of “attention,” and that test because it is called a test of 
“foresight,” and still other tests because they are labeled 
“memory” or “reasoning” or “‘persistence.”’ Usually, in other 
words, tests to be tried out can be better chosen through clever 
“hunches” based upon wide experience and keen jnsight than 
they can be through what appears superficially if be a more 
finished and precise scientific analysis. 

Lest it be thought that this “‘loose” procedure is a sign of 
weakness in test technique, we may recall that it is part of the 
general procedure of science, and that it is possible to cite from 
other branches of science illustrations of the same method. For, 
as a matter of fact, this process of forming wise guesses (“‘hypoth- 
eses”’ science calls them), often without antecedent detailed 
analysis, is a most typical step in sciences generally. Always, 
of course, the guesses are subjected to rigorous proof or disproof 
after they have occurred to the scientist. So are the guesses as 
to tests. The initial choice is only a first step. The indis- 
pensable sequel is the thoroughgoing testing of the test—-or, in 
more general terms, the verifying of the hypothesis. This 
further consideration, however, is to be noted: As a science 
develops and becomes more exact, dependence upon impressions 
as the starting points for applications diminishes. There always 
remains, however, a considerable area at the frontier of a science 
where the accumulation of analytical knowledge is still insufficient 
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basis for the solving of new probiems. Industrial psychology 
may hope gradually to remove larger and larger parts of the test 
field from the realm where guesses must be made and then 
verified—just as, for example, the chemist or physicist has done. 
But at present the test expert has little established basis of 
facts from which to reason. He must accordingly guess, and then 
test his guesses. 

Consider an example or two of scientific “‘guesses” in other 
fields. Darwin formed his hypothesis of organic evolution when 
still a young man; the rest of his life was spent subjecting it 
to the test of meeting actual facts. Newton is said to have 
formed his initia] notion of the law of universal gravitation when 
he saw an apple fall. The proof of that hypothesis involved 
years of astronomical observation and intricate mathematical 
calculation. Perhaps the gap seems too great between laws of 
evolution and gravitation and the construction of job tests. 
But the underlying scientific method is identical. Let us take 
one other example, somewhat less remote. An_ industrial 
chemist wishes to find the best metal composition to meet certain 
specified conditions. The product must withstand a variety 
of chemical actions, it must have certain strength, certain 
appearance, etc. The chemist has no answer to the problem 
ready to hand. He forms some wise guesses as to what sort of 
metal composition is needed. Probably his guesses are more 
sagacious and better founded than are those the test psychologist 
must make, simply because chemistry is farther advanced in its 
accumulation of exact knowledge. But essentially the methods 
are the same. The chemist proceeds to try out his best guess 
just as the test expert tries out his. The results of the experiment 
determine whether or not the guess was good enough. 

To return to our discussion of the choice of tests, it is well 
that we inquire in what ways they are related to the jobs for 
which they are intended. ‘Tests for particular occupations may 
readily be classified according to the sort of relation the test 
bears to the job itself. Thus, the tests may be: 


1. Samples of the job. 
2. Devices for measuring the separate abilities used in the job. 
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the job. 

. Imitative repetitions of the job. (‘‘Replicas” or 
tests.’’) 

. Devices bearing no apparent or obvious relation to the job. 


. Devices for measuring the central or outstanding r used in 


“Tainiature job 


Of the tests which have actually been devised, there are a 
number that fall in each of these five divisions. Different 
investigators have been especially partial to one or another of 
these classes in going about the choice of tests for experizental 
tryout. Without attempting to settle the question as t ‘le 
advantages and disadvantages of tests of the several sorts, we 
shall give an example or two of each, and indicate some of the 
outstanding characteristics to be considered in adopting one or 
another variety. 

Tests which are samples of jobs have their prin cipall place 
as proficiency tests—tests of trade knowledge and skill, or of 
educational attainment. The obvious way of testing an apyjlicant 
claiming typing skill is to obtain, under standardized conditions, 
a measurable sample of his typewriting. Similarly with an 
individual’s knowledge of French, his ability to spell, or his 
proficiency in operating a lathe. Army trade tests and ¢lmost 
all educational tests fall into this division of tests which are 
samples of the work, ability in which is to be judged. The 
difficulty in the sampling method of test construction is to find 
samples that are sufficiently representative of the work as a whole. 
Ordinarily this is reasonably practicable only where the job is 
fairly homogeneous, though trade tests have been constructed 
for rather complex trades. The sample method is appar2ntly 
not useful in constructing aptitude tests because, in the nature 
of the case, samples or actual parts of the job performance 
cannot be a fair test for the individual who has not been trained 
in that line of work. 

The second class of tests—devices for measuring the sepacate 
abilities used in the job—has already been discussed in general 
terms. It has been pointed out. that detailed analysis oi the 
abilities required for a particular job has not thus far proved 
fruitful as a method of test building. The theoretical desirability 
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of this precise method has attracted certain test psychologists, 
however, and several tests have been worked out in this manner, 
Miinsterberg, for example, in one of the earliest vocational tests 
on record, attempted to judge the ability of telephone operators 
by testing separately “eight different psychophysical functions,” 
including memory for digits, attention as indicated by the 
speed in crossing out “‘a’s” on a newspaper page, intelligence 
as measured by a word-association test, exactitude of space- 
perception, etc. An outstanding example of this method, 
earlier referred to, is Seashore’s work in analyzing and testing 
the abilities required for singing. 

In spite of the difficulties in the use of this method, there is 
a great deal to be said in its favor. This is especially true if we 
include not only the formal and elaborate attempts at complete 
analysis but also the rather simple inquiries which aim to find 
a few of the more important abilities needed for the job. An 
informal analysis of the separate abilities used in the work is 
likely to suggest a number of tests to be tried out. Tests of 
simple sensory abilities and muscular movements are particularly 
apt to be hit upon in this way, as a great deal of uncertainty 
still attaches to the more complex processes. All the tests, no 
matter how clearly they seem to be measures of special abilities 
required for the job, must of course be subjected to tryout. 
The dangers in this analytical method of test selection are, first, 
the tendency to make the analyses more elaborate and detailed 
than is justified by the use made of them and, second, the tempta- 
tion to accept the results of the analysis without submitting 
these results to experimental verification. Wisely used, however, 
analytical inquiries as to the qualities needed in a job furnish a 
valuable basis for guesses of tests to be tried. 

The same statements can be made about the third class of 
tests listed—devices for measuring the central or crucial ability 
required for a job. To the extent that we can find such a central 
capacity, we are aided in the search for tests which show promise. 
Tests built upon the central capacity theory are well illustrated 
by another of Miinsterberg’s earliest tests—that for street-car 
motormen. Miinsterberg decided the central ability required is 
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“a particular complicated act of attention by which the mani- 
foldness of objects . . . . [is] continuously observed with refer- 
ence to their rapidity and direction in the quick changing pano- 
rama of the street.” Accordingly, he devised an ingenious 
apparatus aimed to test this “particular complicated act of 
attention.” His test for ship officers proceeded similarly with 
an attempt to tap the central or key mental process required. 
This method of test building has not been much followed by later 
investigators. 

The last two varieties of tests in our list have been especially 
vigorously defended and attacked by different industrial psy- 
chologists. Imitative representations of jobs or miniature 
reproductions of the tasks have had a special appeal which is 
readily explainable. Somehow, it does seem more reasonable 
to test a prospective punch press operator by having him push 
paper strips into a diminutive stamping apparatus than to have 
him draw pencil lines in a prescribed manner or press a telegraph 
key as rapidly as he can upon the occurrence of a set signal. 
It does seem more promising of results to test an applicant for 
work as a file clerk by having her sort cards or alphabetize lists 
than to require her to take a mental arithmetic test. But actual 
results so frequently belie these confident anticipations that one 
begins to question how generally safe it is to rely upon apparent 
analogy between the job and the test. Too frequently the 
diminutive operation only appears to be identical; the actual 
movements, and still more the actual mental attitude, may be 
very different indeed. It is probable that many tests will 
continue to be built as more or less close imitations or miniatures 
of the actual job. Doubtless not a few of these will prove 
valuable. But eternal caution is necessary lest we cssume that 
because the test resembles the work, it must be a good test. 
Only by proceeding to test the test in the same rigorous experi- 
mental manner as is necessary in verifying less plausible looking 
tests, can we be justified in the further use of the vocational 
miniature or replica. 

One important source of the popularity of this kind of test 
is the relative ease with which it may be “‘sold” to business men. 
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It looks sensible. Many tests do not. And that, precisely, 
is why our warning is needed. A test cannot be accepted 
because of its plausible appearance or rejected because it seems 
remote or unrelated to the job. Only on the basis of experimental 
results can the test be judged. There is this to be said for the 
imitative test, however—that it frequently is the most promising 
sort of a test to choose for preliminary tryout, provided, of course, 
care is used to preserve the really important features of the actual 
job. One of its advantages—at times a tremendously important 
advantage—is that it will likely be better received by the indi- 
viduals to be tested than would be some apparently foolish or 
unrelated task. The same is obviously true of tests which are 
samples of the job. 

The final kind of test that may be used in the preliminary 
tryout we have called ‘“‘devices bearing no apparent or obvious 
relation to the job.” That is about all there is to say by way 
of description of such tests. They may be of any and every sort. 
The test expert tries a number of them, knowing that many will 
not work, but hoping that at least one or two of the array will 
fill the bill. This procedure, unscientific as it may sound at 
first, is perhaps the most commonly used, and has on occasion 
produced good results. As a matter of fact, the method is not 
nearly as haphazard as it is usually pictured to be. The test 
expert, in actual practice, does not choose his tests for tryout 
blindly or indiscriminately. When we speak of these tests as 
“bearing no apparent or obvious relation to the job,” the words 
“apparent” and “obvious” need to be emphasized. The tests 
do bear a relationship to the job—and usually the tester can point 
out quite definitely, if he has to, what he conceives that relation- 
ship to be. Almost without exception it is possible to bring 
the test into one or another of our preceding classes. Since, 
however, this is not explicitly done, we are probably justified in 
continuing to use this fifth nondescript class. Several test 
studies are on record where the strictly empirical procedure 
implied by this sort of test has been used. An assortment of 
tests is tried out on a group of clerical employees, typists, factory 
workers, college students, or the like, and then from the results 
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it is determined which tests were most successful and which ones 
least so. The method of experiment and statistical evaluation is, 
of course, identical with that necessary for any other of the 
varieties of tests we have been considering. 

We cannot too often repeat the thought that regardless of 
which of the preceding sorts of tests is chosen, experimental 
evaluation or tryout is indispensable. However good or however 
bad the test may look, the real value is to be ascertained only 
by testing the test. To the further steps in this process we 
accordingly give our attention. 


EXPERIMENTAL USE OF THE TESTS 


The distinction between the experimental tryout of the tests 
and their actual administrative use has already been emphasized. 
During the experimental use of the tests, the purpose is solely 
to ascertain the value of the tests. The resulting scores are not 
to be utilized for making any decisions concerning the individuals 
tested. It is important that this clear differentiation in purpose 
be kept in mind. 

Three questions arise which we shall briefly deal with in the 
next few paragraphs. First, what people shall be tested for 
experimental purposes? Second, how many individuals shall 
be tested? ‘Third, under what conditions shall these tests be 
conducted? Let us take these questions one at a time. 

The tests may be tried out either with applicants for the job 
or with employees at present working at the job. The former 
is theoretically more desirable; the latter is usually more practi- 
cable. The advantage of using applicants whenever it can be 
done is that the conditions of the tryout are thus made closely 
similar to the conditions under which it is later planned to use 
the tests. The applicants constitute the actual group with whom 
the test is to be used in practice; hence, whatever relationship of 
tests to abilities is found in experiments with these applicants is 
pretty certain to be true later in the administrative use of the tests. 
There are, however, difficulties in the tryout of tests upon{appli- 
cants—especially the delay involved. The number of applicants 
placed in a particular job within a relatively short period of time 
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is usually not large. The tester must, therefore, wait over very 
long periods—a delay which is usually undesirable or entirely 
impossible. There are likely, too, to be special inconveniences 
in particular arrangements for the giving of the tests during the 
preliminary stages. The advantages of the tryout with appli- 
cants are such, however, as to make it thoroughly desirable to 
use this method as part, at least, of the test-evaluating procedure 
even where the main tryout must be with present employees. 

In the experimental stage, all applicants should be given the 
tests, but they should be interviewed and accepted or rejected 
wholly without reference to the test scores. The éests are being 
tested, not the applicants. If this process is continued for a 
time, it will then be possible to see whether the test scores, if 
they had been used, would have made more successful selection 
possible than was accomplished without them. It would be 
desirable during this experimental period to hire all applicants 
who showed even a minimum of possibilities for the job, so that 
the agreement between their test scores and their later efficiency 
on the job could be determined, as well as that of the better 
applicants. In practice this is often impossible. In fact, purely 
for practical reasons, tests are ordinarily not experimentally 
tried out with applicants at all, but rather are given to present 
employees. 

When present employees are used for the tryout, the testing 
can usually be done quite expeditiously. The most important 
requirement is that all workers at the job be tested or, if there 
are a great many, that a representative sampling of the whole 
group be tested. If only certain selected workers are tested— 
for example, the extremely good ones and the extremely poor 
ones—the statistical interpretation of the results obtained will 
be next to impossible. For clearly in that case we cannot infer 
that the relations found in the artificially selected group will be 
true in the entire unselected group. Usually we are most 
interested in finding how well the tests pick out the poorest 
workers from the whole group of employees in that job. This 
can be definitely determined only in case we test the whole group 
(or samples of the whole group). Otherwise, we are only dis- 





PSYCHOLOGICAL TESTS FOR BUSINESS 421 


tinguishing the worst workers from the best workers; the real 
problem is to distinguish the worst ones from the mediocre and 
fairly poor ones. In general, then, with either applicants or 
present employees, tests should be tried out with a typical group 
representative of the whole range of individuals upon whom the 
test is finally to be used. 

One further point is to be mentioned regarding the experi- 
mental testing of applicants and present employees. Any test, 
success at which depends upon special training or experience 
acquired in the particular job tested for, clearly cannot be tried 
out on present employees and then used on applicants. For 
example, a trade test obviously is unfair if it contains questions 
the answers to which high class tradesmen in this particular 
plant know, but tradesmen in other plants do not know. Such 
a test might show excellent results in sorting out good and poor 
workers among the tradesmen already at work in this one shop, 
and still prove worthless and misleading if used to judge men from 
other shops. This sort of pitfall is an ever present danger which 
even competent test psychologists do not always wholly avoid. 
Sometimes the influence of the present job upon men’s ability 
to pass the test is very subtle and easily passes undetected. 
This consideration emphasizes the importance of trying out tests 
in part or wholly upon applicants. Another way of meeting 
the difficulty just discussed is to have the test tried out 
co-operatively in several different shops. That was the method 
followed in constructing Army Trade Tests. 

Our second question asked how many individuals need to 
be tested. A dogmatic answer is not possible. It all depends. 
It depends upon the nature of the individuals tested, the nature 
of the tests, the conditions under which the tests are conducted, 
the excellence of agreement between test results and the ability 
to be predicted, etc. One safe and important generalization can 
be laid down: The number of individuals tested should be 
large enough that the statistical results would not be significantly 
changed if we were to include in our results a large number of 
additional test scores from the same general group as that from 
which the first individuals came. The test expert can by proper 





422 ARTHUR W. KORNHAUSER 


statistical methods determine in any given case approximately 
how many individuals must be tested to satisfy this requirement 
after a fair portion of this data are available as a guide. Actual 
test studies have used anywhere from five or ten cases, which is 
decidedly too few, up to several hundred. The usual number 
runs from twenty to one hundred. 

The third question—under what conditions shall the tests 
be conducted ?—may be passed over with a word. The out- 
standing thing to be said is: The experimental conditions 
should in all essentials be as nearly identical as possible with 
those conditions under which the tests are finally to be used. 
This means that the same directions are to be used; so far as 
possible, the same attitude is to be created in the individuals 
tested; the same scoring method is adopted; physical surround- 
ings, personality of the tester, and the like, should be not greatly 
different; and so on, through the list of conditions which have 
an effect upon test scores. 


CRITERIA WITH WHICH TO COMPARE TESTS 


In order to determine the value of tests, predictions of 
ability from the test scores must be checked against some 
criterion. The tests are trying to tell what a man’s ability is 
for a given line of work. ‘To see how well the tests succeed, we 
must know what the man’s ability actually is in the given work. 
There are in use two or three principal measures of that ability 
which we shall consider. 

The most obvious criterion for showing a man’s working 
efficiency is the record of his output. Under favorable circum- 
stances, individual production records doubtless constitute the 
best indication of ability on the job. These records are, more- 
over, very often available in convenient form. Especially in 
repetitive factory operations, such as occur in the use of auto- 
matic machine tools in highly specialized assembling operations, 
in pasting, sorting, folding, packing, inspecting, and the like, 
individual production records are often kept as the basis for 
piece-rate wage payments. Not a few office and miscellaneous 
occupations also afiord opportunity for obtaining a measure of 
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output in terms of pages typed, bills checked, orders taken, 
amount of insurance written, etc. Production records may show 
either quantity or quality of output, or both. Quantity records 
are more used than are those of quality, though the two are 
frequently combined in arriving at an index of productive 
efficiency. Individual accident records have also been used as a 
criterion, as in the case of street-car motormen. 

A few of the dangers to be guarded against in the use of 
production records as measures of ability should be mentioned. 
In the first place, reasonable assurance is necessary that workers 
have sufficient incentive to produce. Otherwise the records 
show, not what the individuals can do, but what they happen to 
feel like doing. Again it is important to know whether the units 
of work turned out are equivalent. If they are not (for example, 
if a typist’s ability is measured by the number of letters written, 
including letters of various lengths), then precautions must be 
taken to make allowance for the unequal units by averaging 
output over long periods or weighting the units in some way. 
It is necessary, further, to know that individual production is not 
markedly influenced by conditions beyond the worker’s control, 
as would be true, for example, if workers are forced to wait for 
materials. Another danger is that the production records if 
taken over considerable periods, say week by week, may be thrown 
off by absences of the worker from his work. Hence hourly 
or daily averages are preferable. Precautions must also be 
taken to see that the records of workers involved are strictly 
comparable—that they are performing identical tasks under 
identical conditions, and that the effects of longer experience on 
the job are allowed for. These are a few of the more important 
difficulties that must be met. With proper care, this can 
frequently be done, and in that case the records of production 
are an excellent criterion against which to check the test findings. 

In many occupations, production records are out of the 
question. This is true wherever work is varied from individual 
to individual, and wherever the tasks of any one individual are 
not constant and repetitive. The most practicable measure of 
individual efficiency in these cases is the estimate of ability 
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made by supervisors or superior executives. Estimates of this 
sort—“ratings” of ability, they are usually called—have been 
widely used, and have proved fairly satisfactory where sufficient 
care has been employed in obtaining them. Several kinds of 
rating scales—devices for recording the estimates or opinions— 
have been developed, but it is not necessary for us to consider 
these in any detail. The aim in all cases is to obtain a reliable 
and quantitative indication of the abilities of the individual 
workers. Experience has demonstrated that if reliable ratings 
are to be gotten, it is usually necessary to have three or more 
raters give independent estimates of each man’s ability. All of 
the rating executives must, moreover, know intimately the indi- 
vidual rated. Many additional safeguards have been found desir- 
able in the use of rating methods, and with these the test expert 
needs to be thoroughly familiar. To describe the rating scales 
in use would, however, take us too far into technical detail. 
The simplest rating method, and probably the best, where it 
can be used, is the mere ranking of the individuals from highest 
to lowest with respect to their ability in the work they are doing. 
Then their ranking by test scores can be directly compared with 
this ranking by supervisors. 

In addition to production records and supervisors’ estimates 
of ability, a criterion with which test results are occasionally 
compared is the length of service or period of employment of 
individuals. It is almost always supplementary to one of the 
other two criteria, rather than alternative to them. The purpose 
in finding the relation of test to these turnover figures is to see 
whether individuals with low, medium, or high scores are leaving 
the job especially rapidly or in especially large numbers. If the 
turnover is great, for example, among individuals having low 
scores, and also those having high scores, while not great among 
those with medium scores, the conclusion might be justified that 
neither low-score nor high-score individuals should be employed 
for this particular job. There is, of course, danger of jumping 
to an unjustified conclusion in this way. The situation would 
call for further investigation. Perhaps the thing to do is not to 
begin rejecting the high-grade applicants, but to change the 
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conditions of work or pay so as to hold these people once they 
are employed. The checking of tests against turnover figures is, 
in any case, likely to be a worth while supplement to the compari- 
son of the scores with either production records or ratings by 
supervisors. 


DETERMINING THE RESULTS FROM THE EXPERIMENTAL 
USE OF THE TESTS 


The test scores and the measures of individual ability on 
the job constitute the concrete experimental data upon which 
conclusions regarding the value of the tests must be based. The 
process of arriving at conclusions is primarily a matter'of statisti- 
cal procedure. The problem is simply to work out quaatitatively 
the relation existing between the test scores made by the indi- 
viduals in the group and the corresponding efficiency ratings of 
those individuals. In other words, it is necessary to ascertain 
what degree of agreement there is between ability in the tests 
and ability on the job. Do individuals scoring high prove to 
be better workers than those scoring lower? Do those scoring 
very low turn out to be pretty uniformly the incompetent 
workers? Precisely how close is this relationship? There are 
two principal ways of working out this problem statistically. The 
one uses the correlation method; the other makes percentage 
comparisons between groups of poorer and better workers. 
The logic of the two methods is essentially the same. Only the 
barest indication can be given here of the nature of these statisti- 
cal procedures. 

First let us consider a simple example of the correlation of 
test scores with supervisors’ ratings. Table I gives the data 
obtained from the experimental testing of nineteen office em- 
ployees with a mental alertness (general aptitude) test and the 
ranking of these nineteen individuals by two supervisors. A 
rank of “1” is highest and “19” is lowest. In case of a tie, 
both individuals receive the same rank. For example, employees 
G and H both scored 50 points and are tied for the seventh and 
eighth places. They are given their average rank, 7.5. The 
agreement in this table is seen to be fairly close between the 
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ranking according to test scores and that made by the supervisors. 
The correlation coefficient, now, is merely a convenient number 
which can be calculated statistically to tell how close this agree- 
ment is. The coefficient is readily obtained from the rankings 
contained in the last two columns of the table. There are other 
methods of computing correlation coefficients that are especially 


TABLE I 


COMPARISON OF MENTAL ALERTNESS TEST SCORES OF NINETEEN 
OFFICE EMPLOYEES WITH RATINGS OF THEIR 
ABILITY BY SUPERVISORS 
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valuable when we wish to use the actual test scores and actual 
measures of productive efficiency instead of the rankings of 
individuals. The correlation coefficient is zero when there is 
no agreement at all between the two columns compared; it is 
plus 1.00 if the two columns agree perfectly; it is minus 1.00 if 
the rankings of the two columns run in precisely opposite direc- 
tions, that is, if the individual ranked “1” in the tests is ranked 
“19” in the ratings, and so on. The correlation coefficients are 
always decimals, falling somewhere between minus 1.00 and plus 
1.00. The coefficient actually found from the table was plus .76. 
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This is somewhat higher than coefficients usually obtained 
between test scores and ability on the job, due to special condi- 
tions which need not concern us here. 

The significance of the correlation procedure for test purposes 
will be clearer if we interpret it in terms of prediction. After 
all, the whole purpose in obtaining test scores is to use them in 
predicting the ability of the individuals tested. And the closer 
the agreement between the scores and the actual ability of 
the individuals, the more accurate and reliable are our predictions. 
Correlation coefficients measure this agreement and hence 
measure, also, the accuracy and reliability with which we can 
predict individual ability on the job from the test scores. The 
higher the coefficient, the better the predictions. Clearly, if 
the correlation coefficient is 1.00, the prediction is perfectly 
accurate, for we know that the individual who is highest in the 
test will invariably be highest in working efficiency. (Of course, 
coefficients of 1.00 are never gotten.) If, on the other hand, the 
correlation is zero, then our predictions are no better than purely 
chance guesses. If the coefficient is between zero and 1.00, the 
predictions are better than pure guesses but are not unerring. 
The interpretation of a correlation coefficient of a given size is 
a difficult technical matter into which we need not enter. Corre- 
lation figures must be used with insight and conclusions based 
upon them must be cautiously drawn. Correlation is a con- 
venient tool for judging the predictive value of tests—but only 
when it is in the hands of an expert. 

One example only will be given to indicate the danger in an 
uncritical use of coefficients of correlation in test work. The 
size of the coefficient is tremendously irfluenced by the nature 
of the group involved. The same test 1.3 very well correlate 
with the ability of clerical workers in one office to the extent of 
-75, and give a correlation coefficient of perhaps .30 when used 
with a different group of typists. The theoretical reasons for 
this need not detain us. The fact simply is that the coefficient 
is much larger where the people tested show great difference in 
ability among themselves, and is smaller where the individuals 
scatter over only a narrow range of ability. 
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Our conclusion regarding the correlation procedure is this: 
It is decidedly useful in the hands of the expert who understands 
it. But it is very easy to misuse and to misinterpret. For the 
individual without statistical training, our warning is—‘“ Distrust 
correlation coefficients! But trust the truly expert opinion 
based on them.” 

Simple percentage comparisons frequently are more valuable 
in test evaluation than are elaborate correlations. Even where 
correlation coefficients are computed, percentage comparisons 
are likely to be decidedly valuable supplements. There is in a 
percentage statement like the following, a direct and readily 
understandable meaning not present in correlation figures. 
Of all the individuals scoring below 28 on this test, 85 per cent 
failed and 15 per cent succeeded, whereas among those scoring 
above 28, 74 per cent succeeded and only 26 per cent failed. 
A statement of this sort tells pretty clearly what results will be 
obtained from the use of the test. In practice, we are almost 
always concerned particularly either with the problem of how 
well we can detect the poor workers or with the problem of 
selecting the best workers, and are not so much interested in the 
excellence of differentiation at the other extreme of test scores. 
Percentage comparisons are thus especially useful in showing 
how well predictions can be made at some particular part of the 
total range of test scores. 

Graphic methods are especially revealing in making compari- 
sons of the sort just discussed. The results of a test tryout can 
be clearly pictured, for example, in a chart like that shown 
in the accompanying figure. This figure shows the results 
obtained in the tryout of a test-group used to predict the ability 
of college students in their college work. Obviously the method 
would be identical in representing the value of tests for an 
industrial occupation. Each individual is represented by a 
circle placed above the particular test score he made. The test 
scores as shown from zero to 26. Students who have fallen 
below a certain standard of scholastic work are represented by 
solid black circles. All other students are represented by the 
unshaded circles. The chart shows that most of the unsatis- 
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factory students are ones who made low test scores. Or, to 
use a more precise comparison, of the 15 individuals with a score 
below 8, not a single one made good; above that score 87 per 
cent made good (85 out of 98). 
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MEeEnTAL TEST RATINGS 


Chart* showing a method for representing the results obtained in the tryout of 
psychological tests. Solid circles represent individuals also proved to be unsatis- 
factory; Unshaded circles represent all other individuals. 


*Adapted from an article by L. L. Thurstone in the Journal of Educational Psychology, March, 1919. 


DECIDING WHETHER TO USE THE TESTS TRIED OUT 


The decision regarding the choice of tests is based upon the 
statistical findings. But certain other considerations will play 
apart. Such matters as the ease with which a test can be given, 
the time it requires, the expense of giving it, the urgency. of the 
need for some test, and many other incidental factors may be 
fairly important at times in reaching a practical decision, but 
it is not our intention to deal with these issues. Aside from 
such considerations, how good must the statistical results be 
to justify the adoption of a particular test? Again the answer 
is: “It all depends.” It depends on the care with which the 
tryout was conducted, the accuracy of the criterion with which 
the test scores have been compared, the extent to which the 
experimental conditions were identical with the conditions under 
which the test is to be used, the number of people tested, and so 
on. But more important than all these, it depends upon the 
competitors this test has. How well are other devices and 
methods of selection working without this test? Does this test 
add anything useful to the information already obtained about 
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an applicant as a basis for accepting or rejecting him? Are 
there other tests that do the same job as this test does? Ina 
word, the decision as to the use of a test must depend upon the 
answer to the question: Is the proposed process of selecting 
individuals for this job (including the use of this test) appreciably 
better, cheaper, or more expeditious than any reasonable alternative 
method that is available? ‘The statistical evidence concerning 
the test does not settle the question. It is merely the most 
important single item of information that enters the final decision. 
But there is no automatic way of making sound judgments. 


SETTING TEST STANDARDS 


Before a test can be made part of the employment procedure, 
standards or norms must be established by which to interpret 
individual scores. The simplest method is to specify, on the 
basis of the experimental results, a “critical score” or “dead 
line,” and then refuse to hire applicants who fall below the score. 
Provided this lower critical score or standard is wisely set, and 
provided above all that it is interpreted with good judgment, 
it has much to recommend it. An upper critical score or standard 
to denote applicants of special promise may similarly be used. 
Or, on occasion, an upper critical score may be set for the purpose 
of keeping out of a particular job those individuals who score 
too high. A man can be too good for a job as well as not good 
enough. But typically, test standards are set for the elimination 
of low-score individuals or the special selection of those making 
high scores. 

Instead of having a single critical score, it is often desirable 
to have a series of standards or “norms” specified. Thus, for 
example, the total range of scores may be divided into five 
classes in such a way that an applicant may immediately be 
classified, as far as his test score goes, as ‘‘Far above average,” 
“ Above average,” “Average,” “Below average,” or “Far below 
average”’—or simply as in class A, B, C, D, or E. Sometimes it 
is useful to make even finer differentiations, in which case one 
of the most effective methods is to give the individual a “ per- 
centile score.’ The percentile score tells simply what per cent 
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of all men hired for the job (or, perhaps, what per cent of present 
employees in this job) make a score lower than the individual 
under consideration. Thus, his “raw” test score may be 156, 
which, taken alone, means nothing; but his percentile score, we 
are told, is 88, and that means that 88 per cent of the men in 
this job make a score lower than 156. The individual is thus 
placed at once with respect to the general run of men in this work. 
Still other methods of expressing test scores are in use, but they 
are of less practical significance. 

Test standards cannot be set and then left forever to take care 
of themselves. ‘The norms should be checked from time to time, 
especially during the early stages in the use of the test, and 
wherever necessary, revisions should be made. The same con- 
sideration applies to the matter of verifying the test to see if it 
is operating successfully. Even though the test was carefully 
experimented with in a preliminary tryout and found reasonably 
successful, results gotten in actual practice should be checked 
now and then to see how well the test scores are actually indicat- 
ing the ability of men hired. Only after repeated checks can 
the value of the test be accepted as conclusively demonstrated, 
and the standards viewed as finally established. 


SCIENTIFIC CONSIDERATIONS IN USING TESTS 


After the selective test has been experimentally evaluated 
and approved, it is made part of the employment routine. 
The particular manner in which testing fits into the procedure 
of a given employment office is necessarily determined largely 
by local conditions. The tests should be administered by 
properly trained individuals, and should be conducted under as 
favorable conditions as possible, free from interference and 
interruption. Whether test results are to be interpreted and 
used by the tester himself or by employment interviewers, or 
whether all testing is to be done by the employment interviewer 
—these and similar questions must be decided in terms of the 
particular situation. Throughout the testing procedure there is 
need for extraordinary tact, understanding, and regard for the atti- 
tudes and feelings of those tested. This is, of course, no less true 
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during the experimental tryout of the tests than it is of their 
final use. All these matters we shall pass over with the mere 
mention of their very great practical importance. 

The combining of test scores with the results from other 
tests given the applicant and with the other items of information 
accumulated in the employment interview, constitutes a final 
problem to be pointed out. It is perhaps the most important, 
and at the same time the knottiest, problem in the field of judging 
men’s abilities. How are we to piece together our partial 
pictures of a man to get a view of the individual in his complete- 
ness? How are we to weight the various elements in our size-up ? 
How are all the bits of knowledge about the man interrelated ? 
There is an elaborate statistical procedure (‘partial correlation” 
and “multiple correlation”) which attempts to throw light upon 
the problem. But even these methods break down when 
confronted with the actual complexity of the task. The best 
we can say is that the devices, tools, and methods of the expert 
help a little in the attack upon these infinitely complicated and 
stubborn problems. In practice, the best we can do is use 
whatever scientific methods are available, add to these what- 
ever of common sense and sound judgment we can muster, 
and be ready to revise our judgments whenever new evidence 


appears. 
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HISTORICAL ANALOGY TO THE FIGHT AGAINST 
PAR CHECK COLLECTION 


Two old court cases throw an interesting light on the present fight 
over the par check collection system of the Federal Reserve banks. 
The cases arose out of the activities of the Suffolk Bank of Boston 
in collecting bank notes at the counters of country banks. Students 
of banking have long recognized that bank notes and bank deposits 
are fundamentally alike in being demand obligations of the bank. 
They differ, of course, only in the way they are used. The bank notes, 
being bearer obligations for round amounts, pass from hand to hand 
asmoney. The bank deposits are used by checks, ordinarily made out 
to some particular person and transferable by indorsement. In the 
early days of this country most of the business of the country was done 
by bank notes and the problem was to devise methods for collecting 
the bank notes when they were received by persons at a distance 
from the bank. Now most of our business is carried on by means of 
checks, and we have the problem of collecting these checks. 


CHECK COLLECTIONS BEFORE THE FEDERAL RESERVE SYSTEM 

Under the old system the checks were collected by correspondents. 
The banks in the smaller places had correspondents in the larger 
places and they sent the out-of-town checks to them for collection. 
Thus a Cincinnati bank might send all its eastern checks to a New 
York bank, its northern Ohio checks to a Cleveland bank, its southern 
checks to Atlanta, Nashville, and New Orleans banks, its western 
checks to a Chicago bank. These banks in turn would send them to 
other correspondent banks. The effort was made so to route the 
checks that they would escape the exchange charges, so they often 
went in roundabout and devious ways. All of this required frequent 
handlings of the checks, with much expense and loss of time. The 
exchange charge was a deduction made by the bank in remitting for 
the checks sent in for collection. 


CHECK COLLECTION UNDER THE FEDERAL RESERVE SYSTEM 


The Federal Reserve Act gave the Federal Reserve banks permis- 
sion to act as clearing-houses for the member banks. The banks went 
slowly in the matter. For a while they tried a voluntary scheme. 
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Later they put in force the compulsory system. The compulsion 
means, not that the banks must use the system, but that they must 
remit at par for checks presented to them. More and more non- 
member banks agreed to remit at par and so finally the system was 
made universal. That is, the Federal Reserve banks accept at par 
all checks sent in by member banks or by non-member clearing banks. 
The banks use agents to collect over the counter the checks of those 
banks which will not remit at par. On December 31, 1922, only 
2,288 out of the 30,023 banks in the country would not remit at par. 
From the standpoint of the economist interested in the promotion 
of the public welfare the case seems clear. The Federal Reserve 
banks are attempting to facilitate the operation of the banking 
business by a system of par check collection which eliminates the loss 
of time and the expense of the system previously used. To be most 
effective the system must be universal. The old exchange charge 
was built upon the fiction that the bank, in addition to the book- 
keeping cost, was forced to go to the expense of shipping currency or 
specie to meet the checks. As a matter of fact the checks were 
ordinarily met by sending in checks and drafts which had been received 
in the course of business. The Federal Reserve banks bear all the 
expense of the system. They send a stamped return envelope, and 
if the bank has not items to offset the amount presented, the Federal 
Reserve Bank stands the expense of shipping specie or currency. 


HISTORY OF THE PRESENT CASE 


Considerable opposition has arisen to the introduction of the par 
check collection system of the Federal Reserve banks. One mode 
of attack is seen in those states whose legislatures have passed laws 
requiring state banks to make an exchange charge on checks which 
they pay through the mails. A second mode of attack has been 
through the courts. Some non-member banks brought suit in the 
Supreme Court of Fulton County, Georgia, to enjoin the Federal 
Reserve Bank of Atlanta from collecting checks drawn on them. 
The Reserve Bank petitioned to have the case removed to the United 
States District Court. This was granted. The banks petitioned to 
have the case sent back to the state courts. The District Court 
denied this petition. The Federal Reserve Bank then asked to have the 
bill dismissed for want of equity and this was granted. On appeal the 
Circuit Court of Appeals confirmed the decision of the District Court. 


t Federal Reserve Bulletin, LX (February, 1923), 263. 
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The non-member banks appealed to the Supreme Court of the United 
States alleging want of jurisdiction in the District Court and error in 
the final decree. The Supreme Court’s decision' upheld the lower 
court on the question of jurisdiction but reversed the lower court in 
dismissing the bill for want of equity. The significant passage is as 
follov:: “On the merits we are of the opinion that the courts below 
wer: ‘00 far. The question at this stage is not what the plaintiffs 
may be able to prove, or what may be the reasonable interpretation 
of the defendants’ acts, but whether the plaintiffs have shown a ground 
for relief if they can prove what they allege.” The case, therefore, 
went back to the lower court to be tried on the basis of the facts. 
The allegation of the bill, as given in the statement of the facts 
of the case by the Supreme Court, seem to be at variance with the 
published statements of the Federal Reserve Board and the common 
understanding of the aims of the par check collection system. It is 
correctly stated that many of these non-member banks have too small 
a capital to permit their joining the Federal Reserve system and that 
the places where they are probably would not support banks of larger 
capital. It is undoubtedly true that an important part of the income 
of these small banks has been derived from exchange charges. It is 
not true that the banks of the Federal Reserve system are forbidden 
to make such charges to other banks. The law specifically allows them 
to make a collection charge up to 10 cents for $100 or fraction thereof 
of checks to any bank except the Federal Reserve Bank. It is true 
that the Federal Reserve banks have endeavored to make the par 
check collection system cover the whole country and where non- 
member banks have refused to remit at par they have felt obliged 
to collect the checks by other means. The non-member banks 
allege that the Federal Reserve banks accumulate large amounts 
of checks on the country banks and then present them at the 
counter of the bank for payment in cash, intending thereby to 
embarrass the bank and perhaps force them out of business unless 
they agree to join the check collection system. The governor of the 
Federal Reserve Board, to get information for the Senate, telegraphed 
to all of the banks asking whether they had used forceful methods 
to get the banks in their district to join the system and particularly 
whether they had bunched the checks. The answers from the 
governors of the twelve banks are given in the Annual Report of the 
Federal Reserve Board for the Year 1920, pp. 351-57. All of these 


* Ibid., VIL (June, 1921), 700=7o1. 
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governors deny using coercive methods or bunching checks to any 
greater extent than has always been customary in order to save the 
trouble of sending a few small items at a time, and one governor in 
particular, the governor of the Kansas City bank, explains in great 
detail the coercive methods used by a non-member bank to resist 
collection of checks over its counter. 

When the case was tried in the District Court on its merits, the 
Federal Reserve Bank won a sweeping victory, as is seen in the decision 
below.' 


American Bank & Trust Co. et al., plaintiffs, v. Federal Reserve Bank of 

Atlanta et al., defendants. 

Beverly D. Evans, district judge: 

This case was heard by me on its merits and, after argument and due 
consideration, I find as follows: 

(1) Under sections 13 and 16 of the Federal reserve act the Federal 
reserve banks are empowered to accept any and all checks payable on 
presentation, when deposited with them for collection. 

(2) Checks thus received must be collected at par. The Federal 
reserve banks are not permitted to accept in payment of checks deposited 
with them for collection an amount less than the full face value of the 
checks. 

(3) In the discharge of its duties with respect to the collection of checks 
deposited with them, and with respect to performing the functions of a 
clearing house, the several Federal reserve banks are empowered to adopt 
any reasonable measure designed to accomplish these purposes. To that end 
a Federal reserve bank may send checks to the drawee bank directly, for 
remittance through the mails, of collections without cost of exchange. If 
the drawee bank refuses to remit without deduction of the cost of exchange, 
it is in the power of the several Federal reserve banks to employ any proper 
instrumentality or agency to collect the checks from the drawee bank, and 
it may legitimately pay the necessary cost of this service. 

(4) The process of the daily collection of checks, in the exercise of the 
clearing-house functions, is not rendered unlawful because of the fact that 
of the checks handled two or more of them may be drawn on the same 
bank. 

(5) It is a legitimate feature of the clearing-house function of a Federal 
reserve bank to publish a par clearance list, that is, a list of banks on which 
checks are drawn that will be collected at par by the Federal reserve banks. 
But inasmuch as a conclusion may be drawn from the appearance of a bank’s 
name on the par list that it agrees to remit at par, or has agreed to enter 
the par clearance system, I do not think such list should include the name of 


* Federal Reserve Bulletin, VIII (April, 1922), 436. 
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any nonmember bank, unless such nonmember bank consents. I see no 
objection to including in the par clearance list the names of towns or cities, 
with a representation that the Federal reserve bank will undertake to collect 
at par checks drawn on any bank (member or nonmember) in such town or 
city. 

(6) In the inauguration of its par clearance system, I find that the 
Federal reserve bank of the Atlanta district was not inspired by any ulterior 
purpose to coerce or injure any nonmember bank which refused to remit at 
par. Specifically I find the charge that the Federal Reserve Bank at 
Atlanta would accumulate checks upon country or nonmember banks until 
they reach a large amount, and then cause them to be presented for payment 
over the counter, so as to compel the plaintiffs to maintain so much cash 
in their vaults as to drive them out of business, as an alternative to agreeing 
to remit at par, is not sustained by the evidence. 

(7) I find the evidence insufficient to sustain any charge in the bill 
that the Federai reserve bank was acting illegally, or exercising any right 
it had so as to oppress or injure the plaintiff banks. With regard to the 
publication of the names of nonmember banks on the Federal reserve bank’s 
par list, while I do not think the evidence justifies a finding that such 
publication was done to injure or oppress plaintiff banks, nevertheless I do 
not think the names of plaintiff banks, or any of them, should be included 
in the list without their consent. 

The general result of my findings is that the plaintiffs are entitled to 
the writ of injunction against the inclusion of their names on the par list 
without their consent, but are not entitled to an injunction for any other 
matter complained against the respondents. 

Let an appropriate decree be submitted giving effect to the foregoing 
findings. This March 11, 1922. 

This decision was affirmed by the Circuit Court of Appeals on 
November 2, 1922.! 


We now turn to the earlier situation involving the Suffolk Bank 
and its experiences in collecting bank notes. 


HISTORY OF THE SUFFOLK BANK 


The Suffolk Bank is of interest because the system which it devised 
for the payment of bank notes is analogous to the check collection 
system which the Federal Reserve banks are now putting in operation. 

The Suffolk Bank was chartered by the state of Massachusetts 
February 10, 1818. It had a capital of $500,000, which was large 
for a bank at that time. In New England at that time the situation 
with regard to bank notes was peculiar. All the notes were pre- 


* Ibid., VIII (December, 1922), 1408. 
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sumably payable on demand in specie, but no provision was made for 
redemption except at the bank which had issued the notes. Thus it 
came about that the notes of the country banks were not accepted 
at par at Boston banks, for there would be a certain expense connected 
with taking them to the country bank and having them redeemed. 
As this expense varied with the distance to the bank the rate of 
discount on the notes varied also with the distance from Boston and 
amounted to from $ per cent to 5 per cent. In ordinary transactions 
the notes of the country banks passed from hand to hand at par. 
Thus there were two kinds of bank notes in Boston, current (the notes 
of the Boston banks) and uncurrent (the notes of the country banks). 
Following Gresham’s Law the cheap money drove out the dear money. 
The notes of the Boston banks were deposited and those of the country 
banks were passed on. Thus it came about that Boston with one-half 
of the banking capital of New England issued but one-twenty-fifth 
of the bank notes. 

The Suffolk Bank in 1819 decided to go into the business of buying 
country notes at a discount and taking them to the banks to be 
redeemed. The country banks objected to this action. Their notes 
were payable on demand but they did not think that another bank 
ought to make a business of getting notes and demanding specie for 
them. The Suffolk Bank made the following proposition. They 
would turn over the bank notes to the issuing bank at the same 
discount at which they had purchased them, provided that the country 
bank would keep a permanent deposit of $5,000 with the Suffolk 
Bank, and in addition a sufficient amount to redeem its notes as 
presented. The twenty-five banks which had part of their deposits 
with the Suffolk Bank might have the privilege without the permanent 
deposit if they would keep all of their Boston deposits with the 
Suffolk Bank. This single-handed campaign against the country 
banks was not particularly successful, but it contained the germs of 
the system which did succeed. 

In 1824 seven Boston banks, including the Suffolk Bank, collected 
a fund of $300,000 to send country bank notes to the issuing bank for 
redemption. The Suffolk Bank was made the agent to carry out the 
plan. The country banks were greatly incensed and tried many ways 
to evade the obligation. The Suffolk Bank now proposed an arrange- 
ment which was quite generally carried out. The country banks kept 
a permanent deposit of $2,000, if they had a capital of $100,000 or 
less, and a greater deposit if their capital was larger. In addition to 
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this permanent deposit they were expected to provide funds for redeem- 
ing their notes. If it were necessary to take some of the permanent 
deposit to redeem the notes the bank paid interest on the amount 
taken until it was replaced. If the permanent deposit was not 
sufficient to pay for the notes they were sent on to be redeemed in 
specie. At times the Suffolk Bank graciously allowed them to carry 
this overdraft provided they paid 2 per cent a month on it. In pay- 
ment for its notes the bank could send the notes of any solvent New 
England bank. At first the notes were charged to the banks once a 
week, but with the great increase they were later charged daily. 
At first the Boston banks kept deposits of $15,000 with the Suffolk 
Bank. In 1834 this was reduced to $10,000 and in 1835 to $5,000. 

The reader at once sees that practically what happened was the 
establishment of a clearing-house in the Suffolk Bank, in which were 
cleared the bank notes for all New England. That is, a bank, say, 
in Springfield would send to the Suffolk Bank all the notes of other 
banks which it received, and the total would be credited to them on 
the books of the Suffolk Bank. At the same time other banks would 
have sent in the notes of the Springfield bank and that total would be 
deducted from the balance of the Springfield bank. As a result of 
what we may now call the clearing system, in the time of crude banking 
conditions in this country, the Suffolk Bank system gave to New 
England a bank-note system which was elastic, tested frequently as 
to its soundness and in which the notes passed everywhere at par. 
The notes were redeemed on the average of ten times a year, so this 
gave soundness, because the goodness of the notes was tested fre- 
quently. Since the notes were based on the general assets of the bank, 
and did not require the deposit or the setting aside of some special 
asset, the notes were elastic, they could be issued in the quantities 
needed, and the frequent redemption provided for their withdrawal 
when no longer needed. The notes circulated at par because of the 
frequent redemption and the fact that the redemption was in Boston, 
the commercial center of New England. The system was profitable 
to the country banks. At first the country banks were opposed to 
the system, and it did cut down the proportion of country notes 
to the notes of the Boston banks. But when the system was 
thoroughly inaugurated it was profitable for the country banks, 
because if it redeemed its notes on the Suffolk Bank these notes 
would circulate all over New England and to some extent outside 
New England. 
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We now will present two cases which arose out of the activities of 
the Suffolk Bank. 


THE LINCOLN BANK CASE 


The first case is Suffolk Bank v. Lincoln Bank (3 Mason, 1; Fed. 
Cas. No. 13,590). It was tried before the Circuit Court of the 
United States at Portland, Maine, in May, 1821, before the famous 
Joseph Story, Associate Justice of the United States Supreme Court. 

The record is as follows: 


Assumpsit. This action was brought for the recovery of about $3000, 
together with the additional damages of two per cent. per month, authorized 
by the laws of Massachusetts, in cases where any bank shall refuse or neglect 
to pay its bank-bills in specie on demand. The facts were as follows. 
A runner or agent from the Suffolk bank, established at Boston, presented 
at the banking house of the Lincoln bank at Bath, their bank-bills to the 
amount above stated for payment, and early in the morning, and very soon 
after the commencement of the usual banking hours. The cashier immedi- 
ately offered to pay the amount in bills of the banks in Boston, and among 
others, partly in those of the Suffolk bank, or by a check or draft on a bank in 
Boston; both of which proposals were declined by the agent, who demanded 
payment in specie. The cashier then began to count out small pieces of 
silver change. It occupied him until near the hour of closing the bank, to 
count in this way, about five hundred dollars. He tendered no gold, and 
no silver of a larger denomination than one quarter of a dollar, and no more 
of that, than would have amounted in the whole to one thousand dollars, 
which could not have been counted at the rate at which the cashier was 
counting, within the bank hours of the day, which were from nine o’clock, 
a.m., until one o’clock, p.m. The agent offered to take the specie at the 
count of the bank, but the cashier declined so to deliver it; and the agent 
being unable to procure the specie, left the bank with his bills, a very short 
time before the closing of the bank. The Suffolk bank treated these facts 
as a case of refusal or neglect to pay the bills, and commenced the present 
action accordingly. 

The cause was argued by Longfellow for the plaintiffs, and by Ames 
and Whitman for the defendants. 

Story J. in summing up to the jury said: The act of Massachusetts 
(Stat. 1809, ch. 38), under which this suit is brought, declares, that, “if any 
incorporated bank shall refuse or neglect to pay on demand any bill or bills 
by such bank issued, such bank shall be liable to pay to the holder of such 
bill or bills after the rate of two per cent. per month on the amount thereof 
from the time of such neglect or refusal, to be recovered as additional 
damages in any action against the bank for the recovery of the said bill or 
bills.” It is the duty of every bank to pay its bills in specie on demand, if 
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such demand is made at the bank within the usual banking hours, and the 
omission to pay under such circumstances, is a neglect of refusal within the 
meaning of the act. There is no pretence to say, that a bank has a right to 
delay the holder of its bills, day after day, while its officers can count out 
change so as to make up the amount in the smallest species of coin in their 
own way. Every bank is bound either to have its specie counted or weighed, 
and ready for delivery, or to have servants sufficient to count and weigh it, 
and pay it out for all demands made during the usual banking hours. I do 
not say, that if a very large demand be made just before the closing of a 
bank, so that a reasonable time may not exist to count, weigh, or deliver 
it, an omission to pay until the next day would, under such circumstances, 
be unjustifiable. Perhaps it may be, as the business of banks requires, that 
they should be closed at certain hours, in order to preserve regularity and 
correctness in their books and proceedings, that the law would, if the banking 
hours were reasonably extensive, allow some indulgence in this particular. 
But on this point, I give no opinion, as it is not necessary in the present case, 
and there may be strong ground to assert the strictness of the general law 
as to demands and payments. 

Then what are the circumstances of the present case? A demand was 
duly made at the bank by the agent, for payment at an early hour, and quite 
early enough, if the cashier or the bank officers had used ordinary diligence, 
to have enabled them to pay any sum, however large, which the bank could 
be called upon to pay (for the bank hours must be presumed to be regulated 
by such considerations), and certainly to pay so small a sum as that now in 
controversy. It is said in the first place, that the cashier offered to pay the 
amount in Boston bills, or by a draft on Boston. But this constitutes no 
legal excuse. Every bank is bound to pay specie for its bills, and nothing else 
is a good tender. Every other arrangement is a matter of courtesy, and not 
of right. The Suffolk bank was not bound even to have received its own 
bills in payment, if such bills to the full amount had been (and they were not) 
offered. It might have been unkind and harsh treatment; but still the 
law does not compel the Suffolk bank to receive its own bills in payment 
of bills, which it holds of another bank, at least not under circumstances 
like the present. 

In the next place, it is said, that there was in fact no delay or refusal to 
pay, because the cashier was employed in counting the specie, and he had 
a right to full time for such a purpose. Now as matter of prudence, it 
may be admitted to have been proper for the cashier to count his specie 
before delivery; but as matter of right, his conduct cannot be justified, if 
his intention was thereby unreasonably to delay payment to the agent, and 
thus to create an impossibility of his receiving the amount on that day. 
I go farther and hold, that if in fact, by such conduct, the payment of the 
amount on the day of demand was necessarily defeated, it comes within the 
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provision of the act, whether there was a wrongful intention or not. It was 
a neglect to pay, and occasioned by the want of due diligence on the part of 
the officers of the bank. The jury will consider, if necessary, in their view 
of the case, whether the cashier did not intentionally count over the small 
change for the mere purpose of delay and to avoid payment. The circum- 
stances are so strong to lead to this conclusion, that little more is necessary 
than to recapitulate them. 

But this point is the less necessary to be considered, because by the laws 
of the United States, foreign gold and silver coins are not a tender except 
by weight. The cashier therefore has no authority to make a tender of them 
by the bank count; and it is obvious, that if payment had been made by 
weight, the whole business might have been transacted in a very few minutes. 

But what seems decisive in the case is, that in point of fact, no tender 
was made of the amount of the bills. The demand was of the whole amount 
of 3000 dollars; there was no count of any specie even to the amount of 
1000 dollars. It has been intimated that each bank-bill should have been 
separately presented for payment and separately paid. But there is no 
foundation in law for that suggestion. The holder had a right to demand 
the whole at once as an aggregate sum, and the bank was bound to pay the 
whole. Then as there was a due demand, and no money to the amount 
paid, or tendered in payment, what ground can there be to say that the bank 
has not refused or neglected payment of its bills? The agent did not waive 
the receipt of the money, but on the contrary offered to receive it at the 
count of the bank, and was suffered to depart without payment. 

These are the views of the law as applicable to the facts, which I deem 
it proper to present to the jury. But I am willing to put the case as it was 
put in the argument, upon somewhat narrower grounds;—first, whether the 
sum in controversy might not have been reasonably paid within the banking 
hours of the day, on which it was demanded; secondly, whether there was 
not an unreasonable delay of payment on the part of the officers of the 
Lincoln bank; and thirdly, drawing the legal conclusion from the other 
points, whether, under all the circumstances, there was not, on the part of 
the Linc«!n bank, a refusal or neglect to pay the bills within the true sense 
of the act, 

Verdict for the plaintiffs with the two per cent. damages. 


This decision gave no aid or comfort to banks which wished to 
evade their responsibilities in connection with the redemption of their 
notes. The amount of notes presented is moderate, yet much greater 
than the $100 in checks which some of the non-member banks object 
to when the Federal Reserve banks present them at one time. Perhaps 
the clearness of the decision and the distinguished justice who gave it 
account for the lack of similar cases. Or there may have been cases 
in lower courts which did not get up to the courts of record. © 
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THE WORCESTER BANK CASE 


The second case is Suffolk Bank v. Worcester Bank (22 Mass. 106), 
decided before the Supreme Judicial Court at Boston in March, 1827. 
The part of the case which interests us follows: 


Upon a case stated it appeared, that on the 26th day of July, 1826, the 
Suffolk bank, being the holders of bank notes, in common form, to the 
amount of 48,000 dollars, which had been previously issued by the Worcester 
bank, presented the same by their agent, in banking hours, at the Worcester 
bank in Worcester, and demanded payment. Specie was paid to the amount 
of 28,000 dollars only, the bank not having in its vaults specie sufficient to pay 
the balance of 20,000 dollars. During the forenoon of the 27th day of July, 
within banking hours but after the service of the writ in this case, the cashier 
of the Worcester bank tendered to the cashier of the Suffolk bank, at the 
Suffolk bank in Boston, 20,000 dollars in specie in satisfaction and discharge 
of that amount of bank notes, together with 50 dollars for the amount of 
any interest and costs which might have accrued thereon; which tender was 
refused. The same amount of specie was deposited by the defendants in a 
bank in Boston, with orders to pay the same to the Suffolk bank should they 
call for it, and notice was at the same time given to the cashier of the Suffolk 
bank that it was so deposited. This specie remained thus deposited, until 
the first Tuesday of October, when the writ was returnable to the Court of 
Common Pleas. On that day the sum of 20,020 dollars was paid into court 
by the defendants, pursuant to a rule of court, and was taken out by the 
plaintiffs, but not in satisfaction of their claim. Thereupon the general 
issue was pleaded, and the case brought to this Court by a forma] demurrer, 
which was afterwards waived. The acts incorporating the Suffolk, 
Worcester, and State banks, were to be taken as public acts. 

If the Court should be of opinion that the plaintiffs were entitled to 
recover, the defendants were to be defaulted and judgment to be rendered 
for such sum as the Court should order; but otherwise, the plaintiffs were 
to become nonsuit. 

Hubbard, for the plaintiffs, referred to St. 1811, c. 84, paragraph 3, 
art. 12, (by St. 1812, c. 36, paragraph 3, made applicable to the Worcester 
bank,) which provides that if the officers of the State bank, “in the usual 
banking hours of said bank, shall refuse or delay payment in gold or silver 
of any note or bill of said corporation there presented for payment, the said 
corporation shall be liable to pay as additional damages at the rate of 
twenty-four per cent. per annum, for the time during which such payment 
shall be refused or delayed;’’ (see also St. 1809, c. 38, paragraph 1;) and he 
contended that the plaintiffs were entitled to interest at the rate of either 
thirty, twenty-four or six per cent. per annum, on the sum of 20,000 dollars, 
from the time of the demand at the Worcester bank until the money was 
brought into court... . . 
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Shaw, contra, contended that the offer made by the defendants, although 
it could not be pleaded as a legal tender in bar of the action, was yet sufficient 
for the purpose of putting a stop to the running of interest; ... . 

The opinion of the Court was drawn up by 

Parker, C. J. It seems to be understood in the agreement, that there 
was no legal tender made by the defendants before the commencement of 
the suit, and that the tender afterwards cannot avail in defense of the action. 
The case seems to be, that after a contract is broken, a tender cannot be 
effectual to bar the action for damages. .... 

But under a rule of the Court of Common Pleas, money was brought 
into court and taken out by plaintiffs, and the question is, whether the 
money so brought in was all that was then due to the plaintiffs. If it was, 
judgment must be for the defendants; if not, the plaintiff must recover all 
that was due beyond what was brought in, and their costs of suit. The debt 
due on account of the bank notes unpaid, was 20,000 dollars, which, with 20 
dollars more for the interest or damages and costs of suit, was the sum 
brought in under the rule. The plaintiffs deny that this was sufficient, 
because they are entitled to interest on the sum unpaid at the time the 
demand was made upon the Worcester bank, at the rate of two per cent. 
per month. The defendants, on the other hand, insist that interest was 
due for only one day after the demand was made, they having tendered and 
offered to pay the whole sum due, with the interest which had accrued on 
that day, and having deposited the money in the New England Bank subject 
to the order of the plaintiffs whenever they should choose to take it. The 
question then is, at what rate, and for how long a time, the plaintiff is 
entitled by law to interest on the 20,000 dollars. We must suppose that 
this question is raised for the purpose of having the rule in such cases settled, 
rather than on account of any real controversy between these two banks. 
The sum of 20,000 dollars was locked up in the vaults of another bank for e 
three or four months, in order that it might be determined which of the 
parties should lose the interest. With respect to the first claim of two per 
cent. per month, we think it very clear that it ought to be restricted to the 
single day that the Worcester bank was in fault. The St. 1811, c. 84, 
paragraph 3, art. 12, gives the penalty only for so long a time as the neglect 
or refusal to redeem their bills shall continue. It cannot be said that this 
continued after an actual tender of all that was due, and a deposit of the 
amount in another bank for the use of the plaintiffs. The statute is highly 
penal, and ought not to be extended by construction beyond the natural 
meaning of the terms. It was not the fault of the Worcester bank, that the 
Suffolk bank did not receive all it had a right to claim, the next day after 
the demand was made. The tender, though not technically good as a 
defence, is a legal and equitable shield against the just but severe penalty 
for neglecting and refusing to redeem their bills, from the time when they 
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would have redeemed them but for the refusal of the other party to 
receive. .... 

These cases fully justify us in the conclusion we have come to in the 
present case, that the money brought in under the rule, was sufficient; 
which having been taken out by the plaintiffs, judgment must be for the 
defendants for costs after that time. 


The case is striking in the amount of money involved. For a 
bank in a small city, $48,000 would be a great sum. Yet in the argu- 
ment there is no complaint that the Suffolk Bank was exceeding its 
rights in presenting the bank notes in such a large amount. Although 
the Suffolk Bank did not gain its contention about the length of 
time the penalty interest should run, its right to receive the penalty 
was upheld. 


CONTRAST BETWEEN THE SUFFOLK SYSTEM AND THE PAR CHECK 
COLLECTION SYSTEM OF THE FEDERAL RESERVE BANK 


The two systems are widely different from the standpoint of aim 
and of management. In the case of the Suffolk system we have a 
private bank introducing the method of handling bank notes for its 
own profit. Incidentally the system worked out to provide New 
England with a safe and sound bank-note system. But this was no 
part of the motive force back of the activities of the Suffolk Bank. 
The Federal Reserve system on the other hand is run under public 
supervision and the par check collection system is operated primarily 
to benefit the public. The Suffolk Bank admittedly attempted to 
embarrass any bank which refused to enter its system. The Federal 
Reserve banks, in their effort to carry out the par check collection 
system, simply announce that if the banks do not care to remit at 
par the Federal Reserve banks will collect the checks by other means. 


James D. MAGEE 
New York UNIVERSITY 












BOOK REVIEWS AND NOTICES 


Economic Aspects of the Great Lakes—St. Lawrence Ship Channel. 
By Roy S. MAcELWEE AND ALFRED H. RITTER. New 
York: Ronald Press, 1921. Pp. 291. 

This book attempts to integrate the material presented at the 
various hearings held by the International Joint Commission, and to 
“present as fully as space will permit the vital facts affecting the 
advisability of the United States undertaking the proposed improve- 
ment in co-operation with the Dominion of Canada.” The book 
does not, however, cover the engineering estimates and surveys, 
confining itself to what the authors consider the economic aspects 
of the problem. There are discussions of the cost of operating boats 
through the waterway, but no estimate of the cost of the waterway 
itself. There is the statement that 4,000,000 horse-power worth 
$60,000,000 would be developed, but no estimate of the cost involved 
in developing it. 

The book commences with certain general considerations of the 
importance of transportation, the inadequacy of rail facilities and 
the limitations of the shallow-waterway. It then goes on to study 
the cost of transportation through the proposed waterway between 
upper lake ports and Liverpool, and finds it decidedly cheaper than 
the rail-and-ocean haul via Atlantic ports. On the basis of the 
savings found, the area tributary to the waterway is estimated and 
mapped. Its production is then tabulated. Then follows a study 
of the navigation facilities and conditions on the proposed route, 
including maps of fog areas showing that the route north of Newfound- 
land has, on the whole, less fog to contend with than the regular 
route from New York. As far as ice is concerned, a practicable 
season of 215 days is expected. A discussion of depths follows, 
fortified with figures of the deep-load draft of existing ocean shipping. 
This makes it appear that the very largest vessels are of little impor- 
tance for this traffic; that a channel 25 feet deep would exclude or 
limit the loads of a large minority of the moderate-sized vessels; 
but that a 30-foot channel would accommodate nearly all ocean ships 
that would be natural candidates for such business. In this connec- 
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tion it is to be noted that the initial depth planned for the new Welland 
Canal is 25 feet and the ultimate depth is 30 feet, that the St. Mary’s 
canal affords 24.5 feet and the project depths in the principal lake 
harbors are from 20 to 21 feet at low water, though the actual stage 
in the season of navigation commonly affords somewhat more water 
than this. 

As to whether ocean vessels will go so far inland, the Amazon 
is cited, navigated by the smaller ocean vessels to 2,200 miles above 
its mouth, and the Manchester canal whose 35 miles of restricted 
channel is traversed by 5,000,000 tons of shipping annually. It is 
pointed out that the restricted channel in the new project would not 
be over 50 miles, and that ocean vessels now go up the St. Lawrence 
as far as the channel permits. 

Volume of traffic is judged by various indexes. Allotting the 
total export and import traffic of the country according to population, 
it is estimated that ‘‘ 28,000,000 tons of exports and 12,000,000 tons 
of imports originate in the territory tributary to the Great Lakes.” 
Potential coastwise traffic is a great deal larger. The authors estimate 
that ‘20,000,000 tons per annum may be reasonably expected within 
five years after its opening, with continued growth thereafter.” 

As final sources of benefit mention is made of water-power and 
the building of ocean shipping on the lakes. It is pointed out that 
very large ships could go light from the lakes to the ocean even if 
they could not pass loaded. 

All in all the book, bristling with maps, charts, and tables as it 
is, makes a very impressive showing. Lacking figures of cost construc- 
tion, operation, and power development it can hardly be called 
conclusive, but it is calculated to make the open-minded reader take 


the project very seriously. 
J. M. Crarx 


UNIVERSITY OF CHICAGO 


Education for Business. By Leverett S. Lyon. Chicago: 
University of Chicago Press, 1922. Pp. 618. 

In apologizing for its many shortcomings, business education has 
made much use of its defense of rapidity of development. Professor 
Lyon, however, is one of that growing group of educators and business 
men who believe that the time has come for putting apologies into the 
discard and for ascertaining the real aims of business education and 
embodying them in a carefully constructed program of study. 
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With the help of numerous tables and graphs, Education for 
Business chronicles in its first chapter the almost unprecedented 
growth of business education in the United States in the last twenty- 
five years. As is almost invariably the case in curriculum-making 
the bolder high schools copied their commercial courses from the 
business colleges and they in turn were imitated by the rest. The 
universities already had in their colleges of liberal arts some work in 
economics. To this were added a few correspondence-school and 
business-college subjects and a full-blown “college of commerce” 
was the result. It is obvious that business education cannot be placed 
upon a sound scientific basis until we (1) determine its purpose, (2) 
ascertain what is the particular legitimate task (if any) which belongs 
to each of the different types of existing business-training institutions, 
(3) interpret these ascertained objectives of business education in 
terms of separate but carefully articulated courses of study to be 
followed in the respective types of institution. 

With this clear statement of the problem in Part I, the author 
proceeds in Part IT to present a mass of evidence from the writings of 
economists and educators and from questionnaires and surveys as to: 
(1) what business really is, (2) how it is organized, (3) what it thinks 
it wants in the way of training, (4) what education in a democracy 
should rightly involve. 

In making this collection of excellent material available in so 
compact a form, the author has rendered a most valuable service, 
but one wonders, after he has gone through it, just what business 
really does want, whether business really knows what it does want, 
or, if it does know, whether its wants are in conformity with the best 
interests of society. In fact, after reading the eight statements by 
authorities in the field of general, public education, submitted by 
Professor Lyon as a concluding chapter in his study of objectives, 
one is left with serious doubts as to the feasibility of reconciling the 
aims set forth with the selfish demands of business. 

The second problem, that of the particular sphere of each of the 
different types of business-training institution, is the concern of 
Part III, which comprises about half of the entire book. After a 
brief historical sketch, the work of the business college, the corre- 
spondence school, the corporation school, the collegiate school of 
business, the high school, and several other types of project in com- 
mercial education is outlined and briefly evaluated. Much of the 
descriptive material in this part is reprinted from educational journals 
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and bulletins. Professor Lyon discreetly refrains from laying down 
in dictatorial fashion what he conceives to be the aims and ideals 
which should actuate these various educational agencies. But he 
does not neglect an opportunity, whenever it offers itself along the 
way, to preach the sound gospel of correlation of secondary and collegi- 
ate education and to emphasize the necessity of training for contribu- 
tion to social progress rather than for the making of money. 

The last section of the book is devoted exclusively to a considera- 
tion of the commercial course in secondary schools. Beginning with 
the proposals of the Committee of Nine in 1903, all of the important 
curricular recommendations of the past twenty years are considered 
and evaluated “‘in the light of the study which we have been making 
in this volume.” 

The conclusion is (p. 600) that we are tending 
toward a high-school commercial course from which the amount of technical 
work has been largely taken by other institutions better adapted to the 
task, and in which there has been introduced a large amount of new material 
which will draw from the traditional social and natural sciences but will 
organize this material in new ways, the goal being “to objectify living; 
to make us conscious of social process, to enable us to control the process 
of social life.” If there can be organized a business course which will 
relate vocation to the varied phases of individual and social living and which 
will make clear the social meanings of a specialized society there will not 
only be a vastly improved training for business but there will be created 
a general education more liberal and truly cultural than is now offered in 
the departments devoted to the achievements of these high goals. 


GEORGE W. DowrIE 
UNIVERSITY OF MINNESOTA 


Japan’s Financial Relations with the United States. By Gyojyu 
OpaTeE. New York: Studies in History, Economics, and 
Public Law, Columbia University, 1922. Pp. 136. 


The dislocation which the world-war produced in the financing 
of trade relations is here set forth and illustrated in case of Japan and 
the United States. The problems which confront the two countries 
in the closer commercial relations which they are likely to have with 
each other in the future are clearly stated and treated in connection 
with the provincial attitudes assumed in both countries toward inter- 
national banking. The need for such a treatment has been urgent 
in the United States where matters bearing upon international 
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problems are too often regarded with either a traditional indifference 
or from a strictly parochial viewpoint. 

The author points out that “the basis of international financing 
and foreign exchange is found in the commodity movements which 
take place. To care for these is the basic financial problem, and 
all problems concerning international loans, interest payments and 
payments for services, such as insurance and shipping, rendered by 
one nation to another, are derivative of it.”” The volume and general 
character of the American-Japanese trade in recent years are described, 
and emphasis is laid upon the fact that its character is of “such a 
nature as to lead us to believe that it is likely to increase rather than 
to diminish in the near future.” 

Prior to the war the pound sterling was the currency used in 
making payments between the two countries, the financial methods 
employed affording another instance of the well-known three-cornered 
exchange with balances settled through London. With the war 
came a change in the position occupied by the pound sterling and 
London, and direct exchange between the United States and Japan 
was inevitable. This direct financing by the use of the dollar and the 
yen depended upon the efficient utilization of an open discount 
market, which requires standardized discountable paper, i.e., bankers’ 
acceptances, a free gold market, a central banking system and well- 
established banking relations with other countries; and these factors 
were in great measure lacking. Three periods or stages in the develop- 
ment of this direct financing are indicated and discussed in some 
detail: the first, from August, 1914, to September, 1917, characterized 
by attempts to employ gold movements in the settlement of trade 
balances between the two countries; the second, from September, 
1917, to November, 1918, during which gold movements were stopped 
by embargoes, first by the United States, and later by Japan, and, 
during which the Japanese government attempted to adjust the 
exchange situation by subscription to allied loans, by the issue of 
emergency exchequer bonds and by the issue of bank notes based on 
funds left to accumulate in New York; and third, the post-armistice 
period, when Japanese financiers introduced in Japan an open discount 
market. 

The author points out that banking relations between the two 
countries still remain inadequate. In discussing the prospects of 
mutual long-term investments in the two countries, which the author 
considers bright, the obstacle for Americans in Japan in the denial 
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of full ownership of land and mining property, except on “the mainland 
of Japan,” is candidly stated and criticized. In the United States, 
on the other hand, one of the unsatisfactory features from a Japanese 
standpoint is the hostile legislation concerning land ownership by 
Japanese in California. Another, of more general applicability, is 
the hostile attitude of state banking laws toward foreign banks in 
the United States. “If the American people wish the city of New 
York to be the leading financial center of the world, they should enact 
more liberal laws, in order to permit foreign bankers either to establish 
their own branches or banks jointly with Americans.” 

The work is timely, and the difficulties and problems connected 
with the financing of trade between the two countries are clearly 
stated. Appendixes are added to the discussion containing statistics 
of trade, Japanese industrial development, and exchange rates. 
A somewhat more detailed treatment of the fluctuations in exchange 
rates and their causes would have served to strengthen the writer’s 


argument, which, on the whole, is well put. 


ABRAHAM BERGLUND 
UNIVERSITY OF VIRGINIA 


The Iron Man in Industry. By ArTHUR PounD. Boston: The 
Atlantic Monthly Press, 1922. Pp. xiv+230. 


The Iron Man in Industry is a study of the significance of auto- 
matic machinery in social and industrial organization. It is an admir- 
able piece of work bringing together much familiar material on machine 
industry with engaging freshness in point of view. 

Mr. Pound sets forth in detail the old familiar characteristics 
of machine production. The evils of monotony, the dulness, the 
irksomeness, the strain, the disagreeableness of factory work, he points 
out, increase under automatic and semi-automatic machinery. The 
difficulty, he says, lies in adjusting human beings to this type of 
industry. Man is not an economic creature alone, he is a social 
man, a political man, and a religious man as well. 

Mr. Pound points out that the characteristics of automatic ma- 
chinery, which came into prominence at the beginning of the twentieth 
century, have a tremendous social significance. Since it can use with 
equal effectiveness the trained and the untrained, the experienced or 
inexperienced, the strong or the weak, the old or the young, men or 
women, regardless of race or nationality, automatic machinery exerts 
a powerful force in making all of these groups equal in economic 
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strength. It has a leveling effect on wages which bids fair to accom- 
plish through competition that millennium of equality which many 
socialists would establish through law. 

Such skill as is needed in modern industry has passed from the 
rank and file into the hands of directors and organizers. This small 
group of engineers and executives requires long training and intensi- 
fied mental powers, and is of key importance. These are the indus- 
trial leaders. However, their earnings too are being more and more 
leveled down by competition. Our universities and colleges are 
turning out trained “technical experts” and “administrators” by 
the hundreds. Business leadership, like the learned professions, is 
to become a profession with limited pay in which social service and 
the opportunity for creative, original work will be the chief appeals. 

Mr. Pound thinks of industrial leaders as modern “dukes” hold- 
ing their positions by strength of personality and wiedling almost 
unlimited influence over their fellow-men. Through their industrial 
leadership and financial power they become in fact the social and 
political directors as well. ‘Our industrial leaders rather than the 
statesmen and educators carry the destiny of modern America on 
their shoulders.” 

He describes the state as a control lever upon the actions of indus- 
try. The “iron man” has become too complex for the ordinary man 
to understand and its influence too great for him to escape. He looks 
to the state to maintain for him security and order and the rights to 
which he feels entitled. And, with increasing confidence, the state is 
taking over the regulation of many phases of industry. The corpora- 
tion is the owner of the iron man and it is through control of the corpo- 
ration that the state may control industry. The changing corporation 
presents many problems of adjustment between private and public 
interests, of control, of division of power. For the future Mr. Pound 
says, “especially may we hope that the evolution of the corporation 
toward greater cooperation and security for the workers will not be 
a blind process, but one steadied and hastened by the leaders of indus- 
try, each applying courageously . . . . the utmost altruism that may 
be used within the limits of sound economy and valid social concepts.” 

“In the list of things men fight for the job ranks well toward the 
top.” But, the author goes on to say, the job is not a property right 
but an economic relationship existing through the market as a result 
of free bargaining. Modern industry offers greater freedom to men 
in changing occupations but greater freedom has meant greater 
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insecurity. Machinery has increased this insecurity; it has made 
competition for jobs keener, and it has speeded up market gluts. But, 
he says, machinery will provide its own remedy, for, as wages tend 
toward a common level, consumption will tend more nearly to equal 
production and periods of depression will become less severe. 

Machinery has made possible increased populations and great 
national development. But it has meant international competition 
for markets. Industrialism has spread rapidly and continues to 
spread. At first the need for skill restricted the factory system to 
the white peoples but now industry has machines so highly perfected 
that specialized skill is not required. The Chinese, Japanese, the 
Hindu, and even more backward peoples may some day find machines 
attuned to their mental and manual capacities. But opposed to the 
forces which spread industrialism outward are inhibitions, such as the 
varying abilities of races and peoples to meet the social and political 
problems presented by machine industry, and to create the social 
and political setting in which machine industry thrives. 

For the future of a race bred under automatic machinery Mr. 
Pound feels no little apprehension. Grave social effects already 
visible are becoming more serious as machinery gains a stronger and 
stronger hold upon the nations. Evil results may be looked for in 
two directions unless some remedy is applied. First, under machine 
industry, the average person tends to degenerate, to become less 
alert, and less adaptable and consequently less able to cope with his 
environment. Secondly, not only do individuals degenerate, but the 
mentally and physically stunted find in factory work a source of income 
through which they can live and multiply. The grave consequences 
of this fact the author develops in a stirring and dramatic chapter 
pointing out the possible growth of a servile class of mental defectives, 
or perhaps the down-breeding of the race. Nevertheless, he indicates 
counter influences which in the end may overcome the positive danger. 
The spread of birth-control knowledge, the organization of workers 
to maintain standards such as skill requirements, and employers’ 
ideals of serviceable citizenship tend to limit the growth of a class of 
defectives. 

What of education in this new automatic machine era? For the 
common man no skill, no experience, no training is necessary to bring 
him to full earning capacity. He does not need to be able “to read 
more than the shop poster or direction sheet. If he can sign his 
name to a pay check that is enough. If he is willing to trust the shop 
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to figure out his pay he need not know his numbers.” For economic 
independence knowledge is unnecessary. The tender of automatic 
machinery reaches his or her highest economic power early in life. 
Youth is affluent, and economic old age comes very early. In the 
light of these facts the educational problem takes on new aspects. 
Education for industry is unnecessary—education for leisure alone 
can be of value to future citizens. The worker lives not at his job 
but outside of working hours, “consequently education for leisure is 
precisely education for life; and education for life comes down, 
squarely down, to education for culture.” Whether or not the reader 
agrees with the theories presented in this chapter on education, it is 
worth reading. 

Criticisms of details of the book might be made. For example, 
the position that city life consumes populations, that city-bred 
families “degenerate in quality as well as decrease in quantity” has 
insufficient evidence. Similarly there is sometimes a failure to take 
due notice of all the forces at work on given problems. For example, 
the application of the minimum wage and rising standards of employ- 
ment may effectively prevent the increase of defectives. But the 
book rises above its details. It was written to call attention to the 
social problems arising in an automatic machine era. It raises many 
controversial questions but it is a task well done and it deserves the 
wide reading and discussion which it will undoubtedly be accorded. 


MILDRED J. JANOVSKY 
UNIVERSITY OF CHICAGO 


Shop Collective Bargaining: A Study of Wage Deter:.... 1tion in 
the Men’s Garment Industry. By Francis J. Hass, Px.D. 
Washington, D.C.: The University Press, 1922. Pp. vit 
174. 

This dissertation for the doctorate is published by the Catholic 
University at Washington as Volume II of its studies in the social 
sciences. 

As indicated by the subtitle, the central part of this monograph 
chaps. v and vi, pp. 81-146) is devoted to a study of wage determina- 
tion by collective bargaining and arbitration. The first four chapters 
provide a background in the evolution of the men’s garment industry, 
trace the development of agreements in the trade, sketch briefly the 
history of the Amalgamated Clothing Workers and the methods and 
philosophy of that organization, and outline the agreements in effect 























BOOK REVIEWS AND NOTICES 455 


at the beginning of 1922. The final chapter (vii) contains a discussion 
of the protection of worker, employer, and consumer under the agree- 
ments, and gives the author’s indorsement of the experiment being 
made in representative government in industry. Most of the factual 
material is drawn from the Chicago market because it has been organ- 
ized longest and has had much to do in shaping the agreements else- 
where, but the largest eastern markets receive more or less considera- 
tion. 

The author has done his work efficiently. Only one important 
omission has been noted, viz., that wages are protected by the necessity 
of maintaining the earnings of a section unimpaired. However, in a 
few connections, as in the discussion of the problems involved in the 
equal division of work (p. 155), the analysis is not complete or the full 
case stated. A few errors have crept in, as errors will, the most impor- 
tant being, “But the clothing agreements, especially those with the 
associated employers in the four large centers, are free from all wage 
scales, even minima for beginners” (p. 66). Yet the reviewer, with 
his knowledge of the trade, finds in thé monograph much to praise, 
and welcomes it as an important addition to a rapidly growing liter- 
ature relative to collective bargaining and arbitration. 


H. A. Mirtts 


UNIVERSITY OF CHICAGO 


Money, Banking and Exchange in India. By H. STANLEY 
Jevons. Simla: Superintendent Government Central Press, 
1922. 380pp. Price Rs. 2 As. 8. 

Students of money and foreign exchange have long been interested 
intensely in the currency problems of India, not merely because of 
their bearing upon western finance but also because that country’s 
experience has been such as to demonstrate some of the most important 
of monetary principles. Unfortunately, most of the books upon the 
subject have fallen within one of two classes. Ejther they have been 
written by western scholars, who have drawn their material most largely 
from official documents and who consequently are not fortified by an 
intimate acquaintance with the characteristics of Indian economic 
life; or they have represented the work of native propagandists who 
possess little ability to discuss the subject from a strictly scientific 
point of view and whose conclusions are biased by the desire to create 
discontent with the administration of the Home Government. In 
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neither of these classes does this book lie. Professor H. Stanley 
Jevons of the University of Allahabad possesses real skill in financial 
analysis and he is not in the least embarrassed in selecting illustrations 
of the peculiar economic and financial customs of the people. The 
reviewer believes that, from the standpoint of grasp of financial 
principles, this is the best book on the subject since the appearance 
in 1913 of the work of John Maynard Keynes. 

Although Professor Jevons gives some attention to earlier develop- 
ments, the book is devoted most largely to an analysis of currency 
developments which have taken place since the Great War. The 
writer discusses the machinery of reserves and balances in order to 
acquaint the reader with the difficulties of rendering the currency 
more elastic; analyzes the economic changes of the war period for 
the purpose of showing how at times a favorable trade balance would 
embarrass the government in its endeavors to supply a sufficient 
quantity of rupees for the internal circulation, and how on other occa- 
sions an unfavorable balance would threaten the sufficiency of the gold 
reserves. He explains the difficulties created by the war time advance 
in the silver market, a rise which resulted in the program of increasing 
the rate of the rupee exchange from 1s. 4d. to 2s. The point of greatest 
controversy at present is whether the endeavor should be to stabilize 
the rupee at so high a rate. Professor Jevons advocates a high 
exchange policy, first, to keep the cost of living in India low; and, 
secondly, to protect the monetary system more adequately against 
future disturbances which might be occasioned by a rise in the price 
of silver. To the reviewer the latter reason seems the more impelling. 

American economists will not be interested in the first seven 
introductory and very general chapters. But they will be highly 
entertained by the rest of the book, which is devoted to the specific 


problems of Indian finance. 
Harotp L. REED 
WASHINGTON UNIVERSITY 


College and University Finance. By TREvoR ARNETT. New 
York: The General Education Board. Pp. 212. 


In the language of the author, “The general purpose in writing 
this book has been to lighten the tasks of college administrators and 
to help make their work more satisfactory, both to themselves and to 
all those who have at heart the welfare of American Colleges. The 
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particular purpose in writing it in response to numerous requests, 
has been to put into book form a statement of the principles underlying 
college accounting and the use and care of trust funds, and to describe 
a complete, yet simple system of college accounts which has been tried 
and found satisfactory.” 

To accomplish these purposes, the author has written ten chapters, 
the contents of which are indicated in a general way by the following 
chapter headings: 

I. Origin and Support of Colleges and Universities, II. Receipts, 
III. Disbursements, IV. Endowment, V. Physical Plant, VI. Ac- 
Accounting, VII. Account Books and Records, VIII. Financial re- 
ports, IX. Annual report of the Treasurer, X. College Organization. 

Chapters IV and VI are those which are most important. For 
those who are interested in college administration, it is worth while 
to secure this book if only to read these two chapters. Chapter IV, 
dealing with endowment, is especially valuable and should be read by 
all interested in college finance. The author lays down definitely 
what should be included in endowment, and then develops a series 
of principles which should govern the handling of endowment. 
Chapter VI, on Accounting, contains a very interesting discussion of 
college accounts and presents material which is not readily available 
elsewhere. 

The remaining chapters contain material which is interesting but 
elementary. No doubt the author is addressing primarily the officers 
of small colleges who usually have little training in administration 
and therefore purposely made this material simple. The most dis- 
appointing chapter in the book is Chapter X, on College Organization. 
The author confines himself to a consideration of such major topics 
as (1) charter (2) board of trustees and (3) by-laws. The material 
which he presents is in the main available in the official publications 
of most universities. It is to be regretted that the author did not 
discuss the internal organization by which the administrative duties 
of a college are carried on. His experience makes him well quali- 
fied to do this and such a discussion would be exceedingly valuable 
to many college executives. Another omission which is significant 
is the failure to discuss or illustrate operating procedures. The 
author no doubt omitted these with the thought that they would 
vary greatly from college to college. Nevertheless, typical procedures 
would be quite valuable for illustrative purposes. Most practitioners 
have found that the establishment of the accounting records is but 
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the first step in the installation of accounting control. The procedure 
by which these records are to be used is equally necessary and impor- 
tant. 

The discussion of budgetary control in the chapter on accounting 
is both timely and useful. The author describes a typical procedure 
which should be very useful to those seeking to secure effective 
control of college revenues and disbursements. He indicates, by 
inference, at least (p.67), that budget control is intended only for 
“governments and institutions” and is not applicable to business 
firms. If it is the intention of the author to so restrict the use of 
budgetary control his view is contradictory to current literature and 
practice. Business firms all over the country are installing budgetary 
control and are finding it a very useful administrative device. 


J. O. McKinsey 


UNIVERSITY OF CHICAGO 


Introduction to Economic Statistics. By GrorcE R. Davis. 
New York: Century Book Co., 1922. Pp. 159. 


Among textbooks there are many which, in the main, correctly 
state principles, include large quantities of material for study, are well 
indexed, and arranged for reference uses, but which nevertheless 
are by no means adapted to general classroom uses. Considering 
the fact that literally thousands of school and university texts have 
been written, the number which appear to be well planned for student 
uses as a part of a definitely conceived course of instruction, may 
be said to be limited. 

Professor Davies’ Introduction to Economic Statistics is a university 
textbook which is written with full regard for the problem of instruc- 
tion. It is brief and concise in all its expression. The subject-matter 
and arrangement clearly indicate a well-planned introductory course of 
study with the text serving as outline and starting-point for reading 
on each topic. We may imagive the author admitting and insisting 
that other authors, references to whose works appear at the end of 
each chapter, are important for the student to read—to read not in 
a dash to cover required work but as authorities the student should 
know. The text does not appear to the reader to wish to monopolize 
the student’s attention or to claim absolute title to superior authori- 
tativeness. We may believe also that the laboratory exercises are 
intended to be an important feature of the course of instruction. 

The author explains the origin of his book in the Preface. ‘The 
book is the outgrowth of the undergraduate course in statistics given 























BOOK REVIEWS AND NOTICES 459 


by the writer at Princeton University during the year 1920-21. 
This course was modeled in its general features upon the course 
given the preceding year by Professor J. H. Williams, now of Harvard 
University.” 

The subject-matter dealt with embraces the fundamental elements 
of economic statistics and possibly also more complete consideration 
of some basic but less commonly used mathematical processes than 
would be expected to engage the attention of the student in a beginning 
course. And at the same time, there are one or two obvious elementary 
problems which are not stressed. For example, there is evident a 
lack of emphasis upon the mechanics of statistical presentation both 
in the text itself and in the illustrative tables. Though this failure 
to emphasize the form of presenting figures is to be regretted, it is not 
intended to convey the idea that it is conspicuous in this particular 
work as compared with other books, which, like this one, attempt an 
analysis of the mathematical problems connected with the translation 
of the “raw material” of statistics into the “finished product.” 
Again in this particular introductory text no advance has been made 
toward securing a fuller consideration of the sources of statistical 
data as a subject particularly valuable for the beginner to study. 
It would appear to be obvious enough that among the first things that 
a student who has completed a course of study in statistics should 
know are where to look, how to look, and what to look for, when 
confronted with a practical problem requiring the assembling of 
statistical data; yet this knowledge surely would not be greatly 
developed by many of our courses in statistics if we may judge the 
content of the courses by the textbooks. 

What has been said about the content of Professor Davies’ book 
may be sufficiently illustrated and the scope of the work summarized 
by mentioning the titles of the six chapters: i, “Tabulation”; ii, 
“Types and Measures of Dispersion’’; iii, ‘Indexes of Wages and 
Prices”; iv, “Quantity Indexes and Their Uses”; v, “Trends and 
Cycles”; and vi, “Correlation.” 

It is noticeable that the author does not always attempt complete 
analytical criticisms of the illustrative material which he has collected 
from various sources. This again suggests that the author is not 
intending to emphasize method of presentation or superficial appear- 
ances as an important problem of statistics, and it may be that he 
looks upon the individual statistical presentation as something which, at 
least in nine cases out of ten, must necessarily mean little or nothing 
without full comprehension of its interior and hidden mechanism. 
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Whether we take such a pessimistic view or not, we must feel that in 
places where the author might be expected to appraise and criticize 
in presenting subject-matter to students, he has been rather non- 


committal. 
Hucu J. REBer 
UNIVERSITY OF CHICAGO 


Vocational Civics. By FREpERIc M. GILes and IMOGENE KEAN 
Gites. New York: The Macmillan Company, 1919; 
revised, 1922. Pp. x+284. $1.40. 

The revised edition of “Vocational Civics” varies in no way from 
the aim and method of organization of the original edition and only 
slightly in content. It continues to be an elaborated catalogue of 
occupations, or according to the sub-title “a study of occupations as 
a background for the consideration of a life-career.’””’ The material 
is organized around a conventional classification of occupations ranging 
from government service through commercial occupations and the 
professions to personal services. An opening chapter on “Finding 
Your Place” and concluding ones on “ Personal Qualifications” and 
“A Life Versus A Living” attempt to correlate the objective discus- 
sion of occupations with the subjective problems of the individual. 

Chapter xi, “Recent Developments in the Occupational World,” 
and chapter xiii, “A Life Versus A Living,” contribute some helpful 
additional material to the book. What revisions are made are taken 
care of by the correction of certain wage and occupation statistics 
according to the 1920 Census. Where it would have been necessary 
to draw upon sources other than that of the Government to bring the 
factual material up to date, the statements were left untouched. A 
certain amount of inconsistency in using the latest data in conjunc- 
tion with those for 1919 weakens the validity of the contents. Had 
the author revised the bibliography to include recent publications 
or introduced illustrations and quotations dating later than 1917, 
the book would have been made a more practicable piece of equipment 
in the teaching of occupations. 

The treatment of occupations, the opportunities for advancement, 
and the wage returns is in a markedly optimistic vein. In a junior 
high school text probably some appeal must be made through the 
romantic interests of the boy or girl. But it scarcely seems necessary 


to assume the rdéle of moralizer. 
May R. FREEDMAN 








